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Past,  Present,  anJ  Future  of  tke  Business 
Historical  Society 

By  N.  S.  B.  Gr.\s 
Harvard  University 


When  I  agreed  to  recount  the  story  of  the  Business  Historical  So¬ 
ciety,  I  naturally  thought  it  was  my  own  swan  song  that  was  expected. 
The  occasion  was  presented  to  me  as  the  probable  closing  of  a  period 
in  the  history  of  the  Society  and  the  opening  of  another  day.  On 
thinking  over  the  events  of  the  last  twenty-five  years,  however,  I 
have  discovered  a  numlx*r  of  facts  of  larger  issue  and  have  had  a 
chance  to  jieer  beneath  the  curtain  of  changing  circumstances  of 
world-wide  import.  The  Business  Historical  Society  is  not  just  one 
more  of  those  numerous  American  organizations  that  display  our 
national  weakness.  It  was  set  up  under  circumstances  of  high  import 
by  men  who  were  feeling  their  way  toward  something  significant 
which  they  but  vaguely  understood.  In  this  story,  therefore,  are  re¬ 
vealed  some  of  the  social  processes  which  are  the  fabric  of  our  history. 
There  is,  indeed,  very  little  of  the  merely  antiquarian  in  the  theme 
with  which  we  have  to  deal — the  first  survey  of  the  Business  Historical 
Society’s  experiences. 

The  Business  Histork*al  Society  was  planned  as  a  part  of  the  en¬ 
larged  Harv'ard  Graduate  School  of  Business  Administration.  More 
specifically,  it  was  an  outgrow'th  of  an  effort  to  broaden  research  and 
instruction  in  business.  Out  of  this  effort  came  special  work  in  busi¬ 
ness  history,  business  ethics,  and  human  relations — studies  which 
w'ere  long  overdue,  subjects  in  which  we  might  catch  up  the  dangling 
threads  of  a  short-sighted  past. 

In  Dean  Donham’s  effort  to  do  a  comprehensive  job  in  formulating 
a  program  of  instmction  that  would  justify  the  large  sum  of  money 
sought — which  proved  to  be  the  magnificent  gift  of  five  million  dollars 
made  by  George  Fisher  Baker — he  employee!  George  Woodbridge  to 
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do  some  planning.  Woodbridge  produced  what  is  called  The  Bible, 
a  typescript  treatise  made  up  of  history  and  plans.  In  this  survey  of 
needs  Woodbridge  put  down  business  history  as  an  essential,  much, 
I  fancy,  as  St.  Thomas  Aquinas  put  business  dealings  into  his  Theo¬ 
logical  Summary — just  for  the  sake  of  a  rounded  treatment  of  his 
subject.  I.ater,  in  1925,  Woodbridge  participated  in  the  creation  of 
the  Business  Historical  Society  and  became  one  of  the  incorporators. 

Woodbridge,  who  in  a  sense  was  the  Father  of  the  Business 
Historical  Society,  had  lx*en  a  Boston  journalist  and  participant  in 
the  Harvard  fund-raising  campaign  of  1924.  He  was  a  man  of  broad 
intellectual  interests,  of  creative  capacity,  an  organizer,  a  great  sales¬ 
man,  and  full  of  energy.  He  not  only  conceived  the  subject  of  business 
history  and  helped  to  found  the  Society  but  he  was  tir(‘less  in  promot¬ 
ing  the  welfare  of  the  Society  during  its  first  years,  indeed  until  his 
death  in  1927.  It  is  interesting  to  note  in  passing  that  Woodbridge 
established  an  office  for  promoting  Business  Relations  in  Boston, 
something,  I  suppose,  like  a  public  relations  consulting  agency. 

In  giving  Woodbridge  the  credit  of  being  a  founder  of  the  Business 
Historical  Society,  I  am  forgetting  neither  the  administrative  support 
and  direction  of  Dean  Donham  nor  the  early  munificent  gift  of  a  whole 
library  by  C.  A.  Moore,  Jr.,  his  mother,  and  brother.  These  50,000 
books  and  20,000  pamphlets  became  a  nucleus  of  the  present  Baker 
Library.  Moore  was  a  Yale  graduate,  and  whether  the  collection 
would  have  come  to  Harvard  except  through  the  Society’s  efforts  is 
not  certain.  At  any  rate,  the  Society  seemed  to  be  functioning  as 
planned.  • 

And  then  there  were  the  early  and  honorable  members  who  joined 
the  society  and  paid  their  $25  fee.  Among  these  were  Allan  Forbes 
and  Charles  Francis  Adams,  as  well  as  Elbert  H.  Gary,  Charles  M. 
Schwab,  Myron  C.  Taylor,  Walter  S.  Gifford,  and  Jesse  I.  Straus. 
It  would  not  be  far  wrong  to  say  that  the  original  members  were  the 
friends  of  Dean  Donham  and  close  to  the  First  National  Bank  of 
Boston  and  the  Lee  Higginson  group.  Many  of  them  were  graduates 
of  Harvard  University. 

It  is  pleasant  to  record  and  of  general  significance  that  one  financial 
house  has  from  the'first  supported  the  Society  by  free  services.  This 
is  the  State  Street  Trust  Company,  which  has  long  played  a  stalwart 
part  in  the  social  as  well  as  the  business  life  of  Boston.  The  public 
accepts  such  aid  without  acclaim  or  even  recognition. 

The  first  president  of  the  Business  Historical  Society,  Charles  H. 
Taylor,  was  an  incorrigible  collector  of  various  objects,  including 
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books  and  papers  on  business  history.  He  had  no  interest  in,  or 
patience  with,  the  intellectual  problems  connected  with  business 
history.  He  had  been  a  student  at  Harvard  but  was  not  graduated. 
He  was  manager  and  tn*asurer  of  the  Boston  Globe  from  1893  to  1937, 
on  which  Woodbridge  had  also  served  for  a  time.  Taylor  brought  his 
friends  into  the  Society  and  made  generous  gifts  of  papers  and  books. 
All  these  gifts  went  through  the  Society  to  the  Baker  Library.  Taylor 
fitted  into  the  plan  for  the  Society  perfectly. 

The  Society  was  established  in  a  period  when  money  was  plentiful, 
when  men  were  optimistic  and  short-sighted,  and  when  business  was 
becoming  recognised  as  America’s  great  contribution  to  the  world. 
Indeed,  the  world  sent  its  repn*sentatives  to  America,  and  many  of 
them  came  to  the^^  Harvard  School  of  Bu.siness,  which  was  regarded  by 
one  writer  as  the  center  of  our  dt*spicable  business  civilization.  The 
Business  Historical  Society  may  have  been  bom  prematurely,  but  it 
was  bom  in  the  right  place. 

The  first  period  of  the  Society’s  existence  was  one  of  organization. 
It  lasted  from  1925  to  1927.  The  113  members  of  the  first  year,  who 
paid  $25  annually,  were  governed  by  a  small  board  of  tmstees  who 
acted  as  an  executive  committee  of  the  Council,  while  the  Council,  as 
time  went  on,  tended  to  become  honorary.  Profe.ssor  Gay,  one  of  the 
original  members,  agreed  to  head  a  committee  to  add  affiliated  mem¬ 
bers  to  the  Society’s  list.  Such  members  paid  $10  a  year.  In  1926  I 
joined  the  Society  and  became  a  member  of  this  committee.  There 
was  a  sizable  amount  of  cash  available  during  this  period  but  not 
enough  to  provide  the  Librarian  of  Baker  Library,  C.  C.  Eaton,  with 
sufficient  funds  to  u.se  in  bu3ring  all  the  books  he  wanted.  Elaton,  like 
Taylor,  was  a  collector.  For  a  time  he  even  had  old  tools  and  stoves 
in  the  Baker  Library,  but  it  was  he  who  in  a  few  years  created  that 
magnificent  collection  which  is  the  Baker  Library.  Of  course,  some 
of  the  books  in  the  Baker  Library  were  culled  from  the  Harvard 
College  Library,  while  many  others  were  purchased  from  year  to  y€*ar. 

The  Society  soon  had  a  staff  to  serve  its  needs — Mr.  Ayres  the 
executive  secretary,  Mr.  Eaton  the  librarian,  and  Mr.  Coming  the 
field  agent.  This  was  an  efficient  team  which  did  yeoman  .service  for 
the  Society,  until  it  was  finally  (by  1935)  disbanded  by  death  and  for 
lack  of  funds. 

One  of  the  chief  happenings  during  this  early  period  was  the  signing 
of  a  contract  between  Harvard  and  the  Society.  Harvard  was  to 
house  the  Society,  and  the  Society  was  to  help  collect  books  and 
papers.  The  particular  recipient  of  assistance  was  envisaged  as  the 
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Bureau  of  Business  R<‘S(‘areii  in  the  School  of  Business.  This  Bureau, 
however,  never  responded  to  the  opiHirtunities,  The  contract,  which 
is  still  in  effect,  can  lx*  terminat<*d  by  either  party  on  a  year’s  notice, 
but  Harvard  would  retain  the  lKX)ks  and  papt*rs  already  collected 
regardless  of  any  separation. 

The  si*cond  ix*riod  in  the  Society’s  history  covered  the  six  years  from 
1927  to  1932.  Six  annual  meetings  w(‘r(“  held  which  were  larg<*ly  un¬ 
worthy  of  note.  Th(‘  memlx'rship,  which  had  numb(*r(‘d  322  in  1928, 
fell  to  309  in  1931.  Although  the  Society,  like  everything  elsi*  in 
America,  was  .slipping  in  1931-32,  .still  it  attaiixKl  distinction  in  the 
publications  which  it  jiut  out,  .sponsor!*!!,  and  a.s.si.st!*rl. 

The  Bulletin  had  apix*ar!*d  in  Juih*,  1926,  but  s!*!*m!*!l  !l!*t!*rmined 
not  to  ri.s!*  to  any  .scholastic  heights.  It  contain!*d  and  still  contains 
I  valuable  r!*!*or!l  of  the  a!*!iuisiti!)n.s  of  the  Society — IxKiks  and  papers 

I  which  help  to  give  to  tlx*  Bak!*r  Library  the  distinction  it  po.sses.s!*s. 

I  The  Journal  of  Economic  ami  Businesii  History  was  lK*gun  in  1928 

I  and  continued  until  1932.  It  was  publish!*d  jointly  by  the  Society 

I  and  the  S!*hool  of  Bu.sin!*ss.  Tlx*  !*!litor,  Profe.s.sor  Gay,  insisted  on 

i  keeping  busine.s.s  history  !)ut  of  tlx*  Journal,  and  I  insisted  on  putting 

it  in.  The  !*ditor  re.sigix*d.  Th^  depression  threaten!*d  the  financial 
|K).sition  of  the  S!X*iety,  which  was  therefor!*  comp!*ll!*d  to  withdraw 
its  support  from  the  Journal.  The  School  was  itself  threatened  by 
the  dark  clouds  of  bu.sin!*.s.s  !l!*.spair,  and  the  Journal  was  mercifully 
“.susp!*nded,”  which  proved  to  lx*  a  euphemism  for  ^^killed.”  The 
whole  plan  displayi'd  an  ign!)rance  of  all  concerix*d  with  the  meaning 
of  the  birth  of  the  new’  .subject  of  business  history. 

In  1931  was  published  the  first  number  of  tlx*  Harvard  Studies  in 
Business  History,  which  the  S!x*iety  !*am!*  mon*  and  m!)r!*  to  a.ssi.st, 
lx)th  in  finaix'ing  publication  and  by  distributing  the  numbers  to  its 
memlx*rs.  This  Series  was  creat!*!!  by  the  Busin!*s.s  History  Depart¬ 
ment  but  would  have  ha!l  hanl  sledding  without  the  sup|X)rt  of  the 
S!x*iety. 

Tlx*  third  p!*riod  covere!!  the  threi*  years  from  1932  to  1935.  Thesi* 
W!*r!*  !lark  days  for  the  Society  and  threatening  to  the  School  of  Busi¬ 
ness.  In  1933  aixl  1934  the  Bulletin  filled  its  pag!*s  with  information 
alxnit  !)ther  histori!*al  .societies.  During  th!)se  two  years  it  held  no 
annual  meetings.  I  consulted  the  business  men  of  Boston  to  enlist 
their  aid  in  getting  new  m!*mlx*rs,  but  without  avail.  I  w’!*nt  to  the 
tr!*a.sur!*r  of  Harvard  College  to  .see  whether  the  general  funds  of  the 
University  could  lx*  u.sed,  particularly  to  save  or  revive  the  Journal, 
but  with  no  .succe.s.s.  Clearly,  the  Society  was  fighting  a  lo.sing  battle. 
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but  Boston  has  a  habit  of  holding  on.  It  has  a  reputation  for  not 
taking  its  losses. 

The  president,  Charh's  H.  Taylor,  either  lx*eause  of  illness  or  finan¬ 
cial  distress,  withdn*w  his  support.  He  had  been  losing  interest  Ix*- 
eaus<‘  of  the  tendency  of  the  Society  to  shift  from  antiquarian  to 
historical  activities  and  from  collection  to  research.  With  him 
gradually  went  a  number  of  his  friends. 

The  fourth  pc*riod  Ix'gan  in  1935  and  continues  down  to  the  present 
moment.  It  has  been  a  time  of  renewed  vigor  on  a  higher  plane  of  in¬ 
tellectual  effort.  The  k*adership  had  shifted  to  the  business  history 
group  in  the  School  of  Busiiu'ss.  In  effect,  the  Society  was  handed  to 
me  by  Dean  I3onham  as  a  challenge  to  keep  it  afloat,  he  himself 
gradually  losing  interest  but  still  uindlling  to  ignore  his  respoiLsi- 
bilities.  Dean  Donham  probably  felt  as  vaguely  as  I  did  that  the 
Society  was  turning  from  the  task  of  building  up  a  busin(*ss  library 
to  the  task  of  supporting  busin<‘ss  history,  that  is,  from  a  service  to 
tlu*  School  to  a  contribution  to  the  nation.  And  at  this  point  there 
could  arise  the  issue  of  financial  support. 

This  pericxl  was  ushered  in  by  the  compilation  of  a  new  s(*t  of  by¬ 
laws,  which  in  effect  left  the  Council  of  seyen  in  jxjwer  from  year  to 
year,  or  until  the  next  general  meeting  if  there  should  lx*  one.  Fwm 
first  to  last  during  this  period  the  Council  has  had  a  high  record  of 
attendance  and  has  shown  a  k(*en  interest  in  what  has  been  going  on. 
Bi'ing  made  up  of  m<*n  of  finance,  it  was  always  gratified  by  the  exis¬ 
tence  of  a  surplus  and  by  the  excess  of  income  over  outgo. 

During  this  ix*ri<xl,  however,  the  Society  has  had  no  executive 
secretary  or  field  agent  paid  out  of  its  own  funds.  The  School  of 
Business  has  given  of  the  time  of  memlx‘rs  of  its  faculty  to  perform 
the  necessary  o|x*rations — of  vic(*-president,  executive  secretary,  and 
editor  of  the  Bulletin.  Originally  the  Society  w'as  to  serve  the  S<*hool, 
but  now  the  deix*ndence  was  reversed.  This  was  accepted  as  a  tem- 
ix)rary  measure,  but  it  has  gone  on  in  one  form  or  another  until  the 
present.  The  heavy  contributions  and  lx*nefits  received  from  the  So¬ 
ciety  during  the  first  thrtx*  periods  were  paid  for  by  the  School  in  the 
lx*riod  Ix'ginning  in  1935.  Ix*t  it  not  be  thought,  however,  that  the 
Society  has  not  helped  the  School  during  this  fourth  period,  for  it  has 
continued  to  collect  business  lxx)ks,  reports,  and  doc*uments  for  the 
Baker  Library  and  it  has  contributed  regularly  to  the  publication  of 
the  Harvard  Studi€*s  in  Business  History. 

The  memlx'rship  of  the  Society  reached  a  low*  point  of  161  in  1943. 
It  climbed  to  305  in  1944  and  to  545  by  1947.  This  recent  increase 
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came  largely  through  the  purchase  of  memberships  in  the  Society  for 
the  Associates  of  the  Harv  ard  Business  School.  To  these  Associates, 
who  were  contributing  to  the  School’s  upkeep,  w’ere  henceforth  to  be 
sent  all  the  publications  of  the  Society.  In  this  way  the  School  hc'lped 
to  give  to  the  Associates  the  feeling  that  they  w'ere  getting  something 
like  the  equivalent  of  their  contribution  of  a  fairly  large  sum  each 
year.  But,  at  this  |M)int,  the  old-time  indeptmdence  of  the  Society, 
never  very  real,  lo.st  even  its  guise  of  illusion.  We  can  still  add  li- 
.  braries  and  scholars  to  the  membt'rship  of  the  Society  while  our  old- 

I  time  general  memlx*rs  pass  on  to  the  land  of  the  faithful ;  nevertheless, 

I  the  predominant  interc*st  remains  the  Si*hool  group,  who  are  memlx^rs 

i  of  the  Society  only  indirectly  and  incidentally.  Some  day  this  .should 

I  be  changed,  if  circumstances  do  not  tlM*m.selves  alter  the  .situa- 

I  tion. 

I  During  this  p<‘ri<Kl  of  nearly  fift(H‘n  years,  however,  there  has  bt^en 

f  substantial  advance  along  the  lines  of  r(\search  and  publication  and 

tln're  has  be<*n  some  co6p<*ration  with  other  .societies.  The  Society 
i  has  .sponsored  joint  miH*tings  with  the  American  Economic  A.s.socia- 

}  tion  and  the  American  Hi.storical  Association.  The  first  of  thesi*  w’as 

^  with  the  American  Economic  As.sociation  in  Washington  in  1931.  In 

I  one  year  during  the  fourth  period  two  joint  meetings  were  held,  one 

I  with  each  as.sociation.  It  soon  became  clear  that  the  American  His- 

torical  As.sociation  provided  a  more  congenial  and  fruitful  partnership. 
In  1935,  at  the  suggestion  of  Mr.  John  W.  Higgins,  our  pre.sident,  a 
meeting  w’as  held  in  Worcester,  and  it  was  well  attended  and  of  con- 
.siderable  intere.st.  Following  Mr.  Higgins’  suggestion,  we  had  a  joint 
meeting  in  another  regional  city — at  Providence — where*  again  the 
^  attendance  was  large*,  partly  lK*e*ause‘  the*  mee*ting  w’as  helel  jointly 

>  with  the  American  Hi.storical  A.sse^iation. 

But  the  really  di.stinctive*  fe*atures  of  the  Seiciety’s  e*xiste*nce  during 
the  last  fe)urte*e*n  years  have*  Ix'en  the  printeel  matter  sent  te)  the*  me*m- 
bers.  More  anel  more,  the  Bulletin,  uneler  the*  able*  e*ditorship  of  Dr. 
I.<arse)n,  has  e*arrie*d  article*.s  of  import  to  busine.ss  men  and  at  the*  same 
time  dee*ply  rexited  in  history.  They  see*med  to  demonstrate  that 
business  men  will'liecome*  intere*ste*d  in  their  own  history,  if  that 
history  is  significantly  pre*se*nted.  During  this  |K*rie)d  the  yearly 
practice*  aio.se*  of  giving  two  mone)graphs  of  the*  Harvard  Studies  in 
Business  History  to  e*ae*h  e)f  the  me*mbers.  The  funds  for  this  were 
raised  large*ly  by  the*  Busine*ss  History  De*partme*nt,  in  which  the  re- 
se*arch  work  was  elone*.  If  this  .stre*am  e)f  e'ffort  should  dry  up,  in  1952 
or  the*re*about.s,  a  .substitute  would  have*  to  be*  di.scovered  if  the 
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members  of  the  Society  are  to  be  kept  satisfied  that  the  Society  is 
worth  while. 

At  the  present  time  about  two-thirds  of  the  supjiort  of  the  Society 
comes  from  the  School  of  Business  and  the  Business  History  Depart¬ 
ment.  This  is  a  reversal  of  the  original  plan,  which  was  to  make  the 
Society  contribute  to  the  School’s  growth  and  development.  The 
Society  is  still  ahead  of  an3dhing  which  might  be  called  general  de¬ 
mand.  There  is  no  professional  demand  for  business  history  because 
there  are  so  few  business  historians.  Articles  on  business  history  are 
still  hard  to  get,  but  they  are  showing  a  clear  promise  of  increase  in 
numlx'r  and  improvement  in  quality. 

After  almost  twenty-five  years  of  the  Society’s  existence  it  is  w’orth 
while  to  analyze  the  groups  from  w’hich  it  might  possibly  draw  sup¬ 
port.  I  shall  deal  with  seven  possible  groups.  First,  there  are  the 
older  busiiu‘ss  men  who  from  first  to  last  have  been  the  anchorage  of 
the  Society.  Th<*se  have  been  chiefly  Harvard  graduates,  though 
Yale  has  b€*en  conspicuously  represented.  And,  though  New*  England 
has  provided  the  preponderance  of  the  business-man  representation, 
there  have  be<‘n  distinguish(*d  members  from  beyond  the  sacred  pre¬ 
cincts,  such  as  the  younger  Morgan,  Samuel  Insull,  and  James  Farrell. 
Thes(‘  older  men  of  business  have  been  called  the  anchor  of  the  Society 
and  they  have  Ixmmi  just  that:  an  anchor  provides  stability  but  not 
moveni(‘nt.  Th(‘s(*  men  have  had  a  feeling  that  business  history  is 
imjKjrtant,  though  th(‘y  have  not  themstives  be(*n  in  a  position  to 
contribute  notably  to  understanding  it  or  creating  it. 

The  young(*r  business-man  group  has  never  been  strong  numerical¬ 
ly,  but  it  contains  a  germ  of  hope.  When  thest*  men  have  had  training 
in  the  lore  of  business,  they  can  appreciate  the  details  of  businc^ss 
history  and  they  may  some  day  insist  on  its  further  development. 
Already  a  Ix'ginning  has  be<‘n  made  to  have  younger  business  men 
participate  in  the  administration  of  the  Society’s  affairs. 

The  third  group  is  made  up  of  libraries  w'hich  collect,  bind,  and 
preserve  our  publications.  They  magnify  our  influence  rather  than 
make  any  financial  contribution.  Indeed,  w’hat  they  pay  in  fees,  as 
in  the  ca.st*  of  junior  busim*ss  men  and  scholars,  is  exceeded  by  the  cost 
of  what  they  receive.  But  here  is  the  link  to  posterity  and  it  is 
valuable. 

The  fourth  group  consists  of  historians  who  may  be  expected  to  aid 
on  the  intellectual  rather  than  the  financial  side  of  the  Society’s  W’ork. 
Historians  are  always  looking  for  new  themes  and  new'  sources  of 
study.  Business  can  be  put  alongside  politics,  religion,  education, 
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and  r(*(T€*atioii  as  componont  parts  of  That  historians  are  slow 
to  recopiizi*  the  imjxirtanee  of  business  is  due  to  a  variety  of  causes, 
of  which  (•eel(‘siastieal  and  classical  prejxissi'ssions  are  the  most 
im|M)rtant.  It  is  ojx*!!  to  them  to  weave  the  work  of  business  men  into 
the  pattern  of  life  which  would  show  the  enormous  exiiansion  of  busi¬ 
ness  influenci*  in  recent  tim(‘s.  Still,  the  historians  have  their  own 
national  association  and  various  regional  societies,  and  little  direct 
supixirt  for  the  Business  Historical  Society  can  lx*  expt*cted  from  them, 
except  in  so  far  as  th(‘y  cultivate  the  subject  of  business  history. 

The  fifth  group  from  which  the  Society  might  exp(*ct  support  is 
made  up  of  economists.  This  is  the  smallest  of  the  lot,  for  the  simph* 
rea.son  that  few  economists  have  any  interest  in  business  or  the  busi- 
ne.ss  man,  and  th<‘refore  none  in  business  history.  Iii  schools  of 
business  then*  are  exceptions,  and  notable  exc(*ptions,  but  <*v(*n  there 
the  numlx*r  of  exceptions  is  not  large. 

The  .sixth  group  is  the  small  band  of  economic  historians  from  whom 
little  more  than  occa.sional  as.sistance  can  lx*  exp(*ct(*d,  though  that 
assistance  may  be  imixirtant  and  is  to  be  welcom(*d.  The  economic 
historian  often  takes  his  cue  from  the  economist  and  therefore  has  no 
clear  vision  of  the  importance  of  the  busin(*ss  man,  though  he  do(*s 
play  with  the  metaphysical  concept  of  the  (*ntrepreneur.  Inde(*d,  he 
will  turn  occasionally  to  write  the  history  of  a  busine.ss  or  the  bio¬ 
graphy  of  a  business  man,  but  typically  the  sources  will  lx*  primarily 
from  outside  business,  the  point  of  view  will  not  lx*  administrative, 
and  the  accounting  sen.se  will  lx*  not  well  develoix*d. 

The  .seventh  group  is  the  little  band  of  business  historians  which, 
though  .small,  may  grow.  When  one  reflects ‘on  th(*  long  |x*riod  re¬ 
quired  for  economics  and  (*conomic  history  to  gain  r(*cognition  as 
disciplines  worthy  of  study,  lu*  may  lx*  encouraged  to  lx*lieve  that  the 
twenty-five-year  period  already  nearing  a  close*  is  not  too  discourag¬ 
ing.  But  let  me  .say  here  and  now  that  the  way  to  develop  the  Busi- 
n(*ss  Historical  S<x*iety  is  to  d(*velop  bu.siness  history.  There  is  indeed 
no  other  avenue  of  success  in  the  long  run. 

What  we  might  do  in  the  future  to  help  the  cause  at  hand  is  worthy 
of  ev’ery  consideration.  We  might  develop  .so  as  to  appoint  paid 
officials  who  would  add  to  membership  and  collect  books  and  docu¬ 
ments  for  the  Baker  Library  in  accordance  with  the  original  practice. 
But  there  is  .some  question  as  to  whether  the  Baker  Library  is  pre¬ 
pared  to  receive  many  more  busine.ss  records.  The  amount  of  ori¬ 
ginal  re.s(*arch  there  is  not  large,  and  the  case  system  precludes  any 
extensive  ust*  of  the  Library  by  the  students.  Moreover,  with  growth 
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and  succt*ss  the  early  emphasis  on  the  Library  had  fadinl  from  the 
consciousness  of  the  School  by  1935. 

We  might  play  with  the  idea  of  divorcing  the  Society  from  Harvartl, 
give  it  an  independent  status,  and  even  make  it  national  in  its  cover¬ 
age.  By  stimulating  the  development  of  an  interest  in  business 
history  in  all  parts  and  p<‘rhaps  the  formation  of  State  historical  so¬ 
cieties  of  business,  .something  might  lx*  done.  I  have  not  noticed, 
however,  that  any  StaU's  have  followed  the  example  of  Indiana  in 
.s(*tting  up  a  State  business  historical  .society.  On  the  whole,  one  mu.st 
conclude  that  the  difficulties  of  our  Society  would  simply  be  multiplied 
and  magnifie<l  by  any  imm(*diate  national  effort. 

We  could  tie  the  Society  up  with  bu.siness  by  diri*cting  every  effort 
toward  producing  articles  and  books  that  would  as.sist  in  the  .solution 
of  current  business  problems.  Enough  has  lx*en  done  in  recent  y<*ars 
to  indicate  the  pos.sibilities.  But  in  developing  this  emphasis  we 
would  lo.s(‘  much  among  tlu*  scholastic  groups.  To  be  sure,  it  might 
lx‘  worth  a  de.sjx‘rate  effort.  I  Ix'lieve  it  could  succefKl  on  the  financial 
side.  A  cla.ss  of  memlx*rs  was  recently  cr(‘at(*d  wdiich  proNdded  for  a 
hundnsl-dollar  memlx'rship  by  a  business  concern.  Only  the  Wor¬ 
cester  Pres.s(‘d  Stet'l  and  the  Unittnl  States  Steel  Corix)ration  had 
participated  on  this  ba.sis  when  the  effort  to  get  busine.ss  members  was 
discontinued  Ix'cau.sf*  of  the  feeling  of  the  Harvard  Sch(X)l  of  Business 
that  it  com|x*ted  with  Business  School  As.so<*iates,  who  paid  a  larger 
sum  to  the  ScIkk)!. 

The  Society  might  broaden  its  basx',  as  has  lxH*n  suggested.  It 
might  agree  to  bring  in  any  of  the  groups  above  mentioned  to  promote 
work  in  busine.ss  history  and  memlx'rship  in  the  Society,  even  though 
it  was  clearly  undei'stcKKl  that  some  of  the  work  would  necessarily  be 
Ix'low  the  desirable  level  of  performance.  It  might  rt*cognize  that 
there  are  various  tyjx's  of  history  of  bu.sine.ss,  of  W’hich  biLsiness  history 
is  only  one.  For  instance,  there  are  the  following  ixissibilities,  all 
luseful  in  them.s(‘lves: 

The  bu.sine.ss  hi.story  of  bu.siiu*ss  (true  bu.siness  history). 

The  wonomic  history  of  bu.siiu'ss. 

The  political  history  of  busine.ss. 

The  social  history  of  business. 

The  legal  history  of  bu.siness. 

The  business  interpretation  of  geix'ral  history. 

In  other  w’ords,  although  we  may  recognize  that  the  core  of  the  sub¬ 
ject  is  the  business  history  of  business,  that  is,  written  from  the  ad¬ 
ministrative  point"  of  view’,  still  there  is  room  for  all  the  different 
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types.  Certainly,  to  many  persons  the  Society  would  not  appear  so 
exelusiv'e  if  all  correlative  groups  were  brought  in.  I  could  imagine  no 
better  team  to  assume  leadership  in  this  direction  than  Dr.  l.Arson 
and  Mr.  Navin,  the  latter  being  the  efficient  executive  secretary  of  the 
So<*iety  .since  1945. 

Perhaps  it  would  b<‘  well  to  weigh  the  consiKiuences,  or  some  of 
them,  of  broadening  th(‘  scojk*  of  bu.sine8s  history  and  the  member¬ 
ship  of  the  Society.  For  instance,  if  economic  historians  write  what 
is  calUsl  busin<*ss  hi.story,  but  which  is  in  reality  the  economic  history 
of  business,  then  there  will  be  repc*ated  the  time-honor(‘d  neglect  of 
administration  and  the  bu.siness  man.  This  means  ju.st  one  thing, 
which  is  at  once  subtle  and  i^otent,  namely,  the  conclusion  that  the 
bu.siness  man  is  in  ri'ality  predatory  and  para.sitie;  that  he  do<‘.s  not 
administer  nor  priKluce,  though  he  do(‘.s  take  a  profit.  Business  men 
like  the  broad  presimtation  of  the  economic  historian  without  siH'ing 
what  are  the  .social  implications  of  the  jxiint  of  view’  involv(*d.  Here 
is  ju.st  one  more  illustration  of  the  effectivene.ss  of  the  traditional  in¬ 
struction  by  the  economists  in  high  schools  and  colleges,  from  which 
busine.ss  men  do  not  risi*  to  indeptmdent  thinking. 

Now,  if  we  add  the  .subs(*rvience  of  the  author  to  the  acceptability 
of  the  economic  history  of  business  (over  the  administrative  history 
of  bu.siness),  w’e  are  confronted  w’ith  a  situation  which  is  as  alarming 
as  it  is  imsidious.  By  this  I  mean  that  the  author  may,  and  some¬ 
times  does,  undertake  to  write  a  history  for  a  company  w’ithout  the 
protection  of  a  university  or  a  foundation,  and  therefore  puts  himself 
into  a  po.sition  of  subordination,  wherein  he  is  not  free  to  w’rite  what 
he  finds  or  indecnl  sometimes  he  does  not  even  get  a  guarantee  to 
publish.  If  there  is  any  level  on  which  busine.ss  and  education  should 
not  cooperate,  this  is  it. 

If  the  author  of  a  business  history  dot's  not  stand  squarely  betw<*en 
the  public  and  busine.ss  and  if  he  dot's  not  deal  emphatically  w’ith  the 
administration  of  business,  then  the  re.sult.s  t)f  his  work  will  Ix'  un¬ 
fortunate.  In  this  ca.se  it  would  be  better  if  business  hi.story  had 
never  bt't'ii  Ixirn,  bt'caust'  it  would  .subserve  that  brand  t)f  public 
relations,  already  ttx)  prevalent,  of  “plt'a.sing  but  fooling  the  public.” 

It  w’ould  bt'  my  particular  thesis,  if  I  had  a  thesis,  that  no  biusiness 
hi.storical  society  could  attain  any  marked  or  pi'rmanent  success  until 
the  subject  it  spon.sored  was  itself  successful.  I  should  go  so  far  as  to 
say  not  until  business  history,  written  from  the  administrative  point 
of  view,  was  .successful.  During  recent  years  I  have  come  to  Ix'lieve 
that  the  subject  of  bu.sine.ss  history  nei'ds  a  companion  discipline — 
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business  economies.  I  refer  to  the  creation  of  an  economic  theory 
which  makes  the  business  man  the  center  of  study,  and  not  just  an 
entrepreneur  who  is  recognized  as  a  possible  but  doubtful  factor  of 
production  but  whose  only  lusty  occupation  is  the  taking  of  profits. 
Of  course  I  am  not  belittling  what  is  now  called  “bu.siness  economics,” 
W’hich  is  nothing  else  than  applied  neo-classical  economics,  and  very 
useful  it  is  in  skillful  hands.  I  want  the  twin  disciplines  of  business 
history  and  busin<*ss  economics  to  create  the  realism  which  is  too  long 
overdue,  namely,  the  recognition  that  in  history  and  theory  the  busi¬ 
ness  man  has  occupied  a  dynamic  part  in  human  affairs,  that  his  in¬ 
dividualism  has  spilt  over  into  the  arts  and  sciences,  and  that  his 
practical  approach  to  life  is  what  provides  the  material  basis  of  our 
civilization. 

If  I  want(*d  to  scold  anyone,  I  .should  .say  that  it  is  the  fault  of  both 
business  men  and  scholars  that  the  truth  has  not  been  made  known. 
If  there  were  time,  the  reasons  could  be  spelled  out.  But  society  is 
now  confronted  with  a  world  n*volution  that  is  deeply  rooted  in  our 
ignorance  of  the  contributions  of  business  men  and  of  the  part  played 
by  the  profit  motive.  Hi.story  may  record  that  Britain  is  becoming 
socialistic  because  its  economics  has  never  recognized  the  business  man 
as  a  factor  of  production  wiiile  it  has  played  him  up  as  a  sharer  in  the 
income*  of  bu.siness.  Recently,  when  the  labor  government  w’as  most 
anxious  to  stimulate*  preiduction,  it  raised  taxe*s  on  profits,  not  realiz¬ 
ing  that  the  profit  motive  has  been  and  is  fundamental.  If  bu.siness 
men  in  Britain  anel  America  had  e*stablishe*d  chairs  of  busineas  history 
and  busine*ss  economics  instead  of  chairs  of  economics,  the  world 
would  be  in  a  different  fiosition  texlay. 

In  other  words,  we  are  confronted  with  a  problem  of  failure  not  so 
much  in  the  Bu.sineas  Historical  Se)ciety  as  in  wide-flung  part's  of  the 
world.  It  w’ould  be  a  ni(*e  conceit  that  some  biLsiness  man  of  vi.sion 
would  di.s(*over  for  himself  that  private  bu.siness  enterpri.se  cannot 
survive  even  in  America  so  long  as  bu.siiM*ss  is  held  up  as  predatory 
and  para.sitic  in  the  schools  and  colleges;  that  some  of  the  millions 
s|M*nt  on  employee  relations  and  public  n*lations  are  of  the  nature  of 
a  temporary  palliative  and  a  final  waste;  and  that  bu.sines8  should 
abandon  its  aloofness  from  r(*s(*arch  and  education  and  insist  that 
subjects  like  business  history  and  bu.siness  economics  be  promoted 
and  finally  made  into  the  most  cogent  and  convincing  disciplines  in 
the  educational  and  cultural  w'orld.  If  this  were  done,  or,  may  I  say, 
when  this  is  done,  there  will  be  no  problem  of  support  for  the  Business 
Historical  Society  or  a  pos.sible  Business  Economics  A.ssociation. 


12 


Bulletin  of  the  Business  Historical  Society 


Societies  grow  naturally  in  the  soil  of  America.  The  American  Goat 
Society  is  said  to  have  a  membership  of  900.  The  American  Rose 
S<K*iety  has  7,500  members.  The  American  Sunbathing  Association, 
formed  in  the  dark  days  of  1932,  may  be  made  up  of  nudists,  but  they 
refust*  to  stand  up  and  lx*  countetl.  The  Guild  of  Former  Pipe  Oi^an 
Pumpt*rs,  establislM‘d  in  1926,  has  4,000  wistful  members.  Ducks 
Unlimitc*d  Ixiasts  of  50,000,  and  the  Anti-Profanity  L(*ague,  of  60,000. 
The  numlx'r  in  Alcoholics  Unlimited  has  not  yet  been  counted. 

Sur(*ly  we  here  are  a  mtxiest  group  when  we  are  content  with  our 
present  jiaid  membership  of  630,  but  I  am  convinct*d  that  we  have 
much  work  of  a  fundamental  nature  to  do  lx*fore  we  can  expect  the 
SocH*ty  to  grow'  larger.  Ix*t  the  work  in  business  history  mature*,  let 
scholarly  jx*rformance  in  the  field  spread,  and  there  will  be  no  problem 
of  memlx*rship.  But,  in  this  growth  and  spr(*ad,  both  business  men 
and  scholars  havt*  a  part  to  play.  Right  here,  at  our  door,  is  an  oppor¬ 
tunity  for  an  even  more  fruitful  co6p<*ration  lx*tw’een  busine.ss  and 
(*ducation  wiiich  events  se(*m  to  indicate  is  so  compelling,  if  w^e  are  to 
pr<*s(*rve  the  civilization  we  cherish. 


Land  Title  Difficult  ie5  in  .A4exico 

A  Memorandum  Written  in  1926 

Editor’s  Note:  This  nicmoranduni  of  a  manaKor  of  a  Hoarst  lia(‘ienda 
in  Mexico  from  1922  to  1931  records  an  episode  in  the  re-distrif)ution 
of  lands  during;  the  revolution  which  liegan  in  1910.  This  memoran¬ 
dum,  s(d  down  soon  after  the  events  which  it  records,  is  indicative  of 
the  methods  u.sed  by  revolutionary  governmc*nts  and  officials  in 
fulfilling  their  promise*  of  land  to  their  agrarian  followers.  It  also 
illustrates  the  resulting  confusion  to  bu.siness  managers  and  the 
insc'curity  of  jiroperty,  esjx'cially  foreign-ownwl.  By  such  metluKls 
a  great  deal  of  foreign  management  and  capital  was  driven  out  of 
Mexico. 

Though  it  must  lx*  recognized  that  revolutions  are  in  es.sence  the 
denial  of  legal  proces.s(‘s,  there  is  always  the  question  of  results  even  to 
the  revolutionary  ]x?oples  themst*lves.  This  memorandum  by  im¬ 
plication  raises  a  question  of  wide  significance.  Did  the  distribution 
of  large  land  holdings  actually  improve  the  condition  of  the  Mexicans 
whom  it  was  purport(*dly  aiding?  The  history  of  the  Haci(‘nda  San 
Jos4  de  Babicora  would  make  an  interesting  ca.s(*  study. 

Mr.  Ferris,  the  author  of  the  memorandum,  continued  to  manage 
the  Haci€*nda  until  1931,  always  struggling  with  the  State  and 
Federal  governments  and  with  authorities  in  neighboring  towns  and 
village's  to  ket'p  them  from  appropriating  the  Hacienda’s  lands  under 
one  pretext  or  another.  Mr.  Hearst  donatc'd  to  the  surrounding 
villages  the  lands  iu*eded  to  complete  the  setting  apart  of  ejidos 
(common  lands)  on  the  condition  that  they  agree  thereafter  to  let 
the  ranch  alone.  Though  they  so  agreed,  it  was  not  long  before  State 
and  Federal  governments  again  began  to  apply  new  pressures. 

Soon  after  Mr.  Ferris  had  left  Mexico  in  1931,  squatters  by  the 
hundreds  Ix'gan  inyading  all  the  lands  of  the  Hacienda  capable  of 
being  farmed.  The  best  lands,  the  tillable  lands  in  the  valleys,  w'ere 
thus  taken,  and  only  hills  and  mountainsides  remained  for  the 
.support  of  the  cattle  of  the  Hacienda.  The  number  of  cattle  w’as 
reduced  from  50,000  to  25,000. 

The  Hacienda  is  at  present  nominally  administered  by  a  manager 
who  resides  in  El  Pa.so,  Texas,  but  he  has  not  visited  it  for  many  years 
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and  must  work  through  his  Mexican  substitute.  The  value  of  the 
Hacienda  has  been  reduced  by  at  least  75  per  cent,  according  to  Mr. 
Ferris.  It  would  be  illuminating  to  know  what  has  happened  to  the 
total  productivity  of  the  lands  that  once  made  up  the  Hacienda,  a 
question  that  is  of  .significance  to  many  countries  today,  where  large 
units  are  being  broken  up.  It  is  pertinent  to  ask  in  these  days  whether 
land-hunger  may  eventually  lead  to  hunger  of  another  kind.  Here  is 
a  field  the  busine.ss  historian  might  well  explore. 

****lt[:tllt<** 

As  a  general  rule,  laws  governing  land  titles  in  Mexico  are  very 
good;  indeed,  in  some  respects  they  an*  better  than  our  own.  For 
example,  when  a  transfer  of  title  is  made,  the  notary  public  cannot 
legalize  the  tran.sfer  until  all  taxes  on  the  property  have  been  fully 
paid  and  a  receipt  from  the  tax  collector  is  [)res<‘nted  to  him  as  proof. 

It  should  be  explained  that  the  notary  public  in  Mexico  is  a  much 
more  important  official  than  in  the  United  States.  He  exercises  the 
.same  functions  as  our  county  clerk,  executes  deeds  and  transfers  of 
titles,  records  them  in  his  official  book,  and  keeps  the  original  docu¬ 
ment.  In  case  of  his  death  or  the  closing  out  of  his  business,  all 
records  made  during  his  period  as  notary  public  are  sent  to  be  pre¬ 
served  in  the  State  capitol.  The  notary  public  gives  one  a  certified 
copy  of  the  document  for  one’s  own  use,  and  in  case*  of  lo.ss  of  the  deed 
one  may  have  as  many  certified  copies  made  from  the  record  as  de¬ 
sired.  But  the  notary  public  cannot  legalize  a  deed  until  all  the  laws 
have  been  complied  with,  and,  when  he  does  .so,  the  deed  is  practically 
guaranteed  by  the  government. 

The  old  land  titles  in  Mexico  were  derivwl  mostly  from  land  grants 
given  by  the  Crown  of  Spain  to  early  Spanish  conquistcuiores,  or 
settlers.  The  surveys  of  these  grants  were  far  from  accurate.  Usually 
the  grantee  would  look  over  the  land,  requ<*st  that  the  line  start  from 
.some  i)rominent  mountain  peak  or  landmark,  run  .so  many  kilometers 
to  the  north  to  another  p<*ak,  thence  east  so  far  to  another,  thence  so 
far  southwest  to  another,  thence  so  many  kilometers  to  the  starting 
point,  to  enclose  so  many  hundreds  or  thousands  of  hectares  of  land. 
A  subsequent  grantee  might  us(*  the  .same  starting  point,  but  mark 
off  toward  the  northwest,  for  example.  This  would  leave  a  vacant 
section,  in  between  the  two  grants,  still  l)elonging  to  the  ft*deral 
government. 

After  the  country  w'as  well  covered  with  such  grants,  there  re¬ 
mained  hundreds  of  these  demasias,  containing  over  100,000,000 
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acres  of  land,  scattered  throughout  the  country.  Tlie  federal  govern¬ 
ment  had  no  exact  record  of  the  location  of  these  vacancies  and  did 
not  wish  to  go  to  the  expense  of  having  them  surveyed.  Instead, 
they  made  contracts  and  *gav'e  “concessions”  to  companies  and 
individuals  to  do  this  work,  each  in  a  sjxjcified  territory. 

The  contracts  granted  the  surveyors,  after  the  work  was  done  and 
as  recompense  for  their  work,  title  to  one-third  of  all  land  found 
within  these  surveys;  two-thirds  of  the  acn*age  remained  the  property 
of  the  government.  Some  contracts  called  for  colonization  of  the 
lands,  but  not  all.  At  this  time,  which  was  in  the  early  1880’s,  public 
lands  in  the  State  of  Chihuahua  had  an  official  price  of  only  20  cen¬ 
tavos,  10  cents  American  currency,  per  hectare  (2.47  acres). 

After  receiving  title  to  their  .share  from  the  government,  most 
of  the  surveying  companies  pnK'eedtnl  to  sell  and  alienate  their  lands 
to  third  parties.  Titles  to  many  w’ell-developed  ranches  and  farms 
were  based  on  these  old  .sur\’e5ring  concessions,  which  should  have 
been  as  good  as  gold,  because  most  of  the  titles  w’ere  only  once  re¬ 
moved  from  the  federal  government’s  ownership.  The  revolutionary 
leaders,  after  1910,  how’ever,  in  order  to  gain  and  retain  the  support 
of  the  low'er  classes,  onct:  they  had  .succeeded  in  establishing  a  new 
government,  made  all  kinds  of  promises  of  gifts  of  land  and  other 
advantages  to  them. 

To  fulfill  the.st*  promi.ses  and  preserve  a  semblance  of  l^ality,  the 
government  of  Mr.  Obregon  in  1924  decided  to  “examine”  and 
“revise”  the  old  surveying  concessions,  with  the  object  of  declaring 
them  “illegal”  and  returning  the  land  to  the  possession  of  the  govern¬ 
ment.  It  mattensl  nothing  to  them  that  the  present  owners  had 
purcha.sed  these  lands  in  good  faith  and  that  the  titles  were  as  legal 
as  those  which  any  government  could  have  granted  since  the  Inde¬ 
pendence  of  Mexico. 

From  1922  to  1931,  I  w'as  manager  of  the  Hacienda  San  Jos4  de 
Babicora  in  the  State  of  Chihuahua,  containing  some  900,000  acres 
and  Ix'longing  to  Mr.  William  R.  Hearst.  The  hacienda  represented 
three  different  purchases  made  by  his  mother,  Mrs.  Phoebe  A.  Hearst, 
during  the  1880’s  and  one,  in  1897,  made  by  Mr.  Hearst  him.self. 
No  doubt  had  ever  been  cast  on  any  of  these  titles;  all  pos.sible  pre¬ 
cautions  had  been  taken  at  the  time  of  purcha.se  tocausure  the  sound¬ 
ness  of  the  titles. 

To  be  successful  as  manager  of  any  important  business  in  Mexico 
during  the  troublous  tw’enty  years  following  the  Revolution  of  1910, 
a  man  had  to  be  something  of  a  diplomat,  lawyer,  and  almost  a 


16 


Bulletin  of  the  Business  Historical  Society' 

prophet,  as  well  as  a  business  man.  To  kc*ep  up  to  date  regarding 
new  laws  and  decrees  of  the  government  that  might  affect  the  in¬ 
terests  of  the  company,  I  had  to  read  earefully  each  new  issue  of  the 
State  of  Chihuahua’s  Periodico  Oficidl. 

Thus,  under  date  of  January  5,  1924,  I  saw  a  notice  to  Jesus  E. 
Valenzuela  &  Co.,  of  which  the  following  is  a  translation: 

To  the  Citizens,  Jesus  K.  Valenzuela  A  C^>. : 

The  eon<>ession  obtained  by  you  of  the  9th  of  December,  1882,  to  survey 
and  colonize  government  lands  in  the  Cantons  of  Guerrero,  Bravo,  Degollado,  . 
Victoria,  Aldama,  Meoqui,  Camargo,  Allende,  Hidalgo  and  Abosola,  in  the 
State  of  C'hihuatilia,  has  lieen  reviewed  and  carefully  studied.  The  con¬ 
cessions  obtaine<l  by  you  carried,  as  a  consequence,  the  monopolization  of 
over  2,000,000  hectares  of  land,  with  grave  prejudice  to  the  interests  of  the 
public;  therefore,  under  Art.  27  c»f  the  new  Constitution,  your  contract 
should  tie  declared  null  and  void,  and  null  and  void  also,  all  titles  ba.sed  on 
your  concession.  Itefore  declaring  them  null,  you  will  be  allowed  a  perio<l  of 
30  days  in  which  to  appear  an«l  defend  your  interests. 

Forty-two  years  had  i)a.sscd  sinci*  \'alcnzucla  &  Company  had 
made  these  surveys,  and  thest*  mc*n  had  long  since  pas.sed  to  their 
reward.  Obviously  it  w’as  not  Valenzuela  &  Company  the  govern¬ 
ment  w’as  after,  but  the  prestqit  owners  of  the  lands  deeded  to  Valen¬ 
zuela  &  Company  by  the  federal  government  as  payment  for  their 
work  in  surveying  such  lands  in  1882. 

All  the  title  documents  pertaining  to  the  Hacienda  San  Jos4  de 
Babicora  were  kept  in  the  office  in  San  Francisco,  California,  and  I 
had  never  .s(H*n  them.  But  having  heard  that  the  titles  to  a  part  of 
Mr.  Hearst’s  land  were  ba.sed  on  that  old  conce.ssion,  I  immediately 
translated  this  notice  and  .sent  it  to  Mr.  hklward  H.  Clark,  my  su- 
|x*rior  in  New  York.  A  few  days  later  I  went  to  El  Paso,  Texas, 
where  I  had  an  office  and  where  my  family  lived.  I  found  there  a 
telegram  from  New'  York,  instructing  me  to  lx*  ready  to  go  to  Mexico 
City  and  to  take  steps  to  interview  President  Obregon.  Then  I  was 
to  undertake  having  the.se  tith*s  rev'alidatcHl. 

Mr.  Hearst  w’as  to  send  a  telegram  to  Mr.  Obregon  regarding  the 
matter  and  advi.sing  him  that  I  was  to  handle  the  details.  It  must 
lx‘  said  that  Mr.  Obregon  had  a  mo.st  friendly  feeling  tow'ard  Mr. 

Hearst  at  that  time,  since  the  Hearst  papers  had  been  urging  the 
reeognition  of  Obn^gon’s  government  by  that  of  the  Unit(*d  States. 

This  at  last  had  rt'cently  been  done.  t 

Since  the  1923-24  revolution  was  still  in  full  swing  and  the  area 
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between  Chihuahua  and  Mexico  City  was  under  fire,  I  had  to  go  via 
San  Antonio,  Texas,  and  Monterey,  wh(*re  the  road  was  optMi  to 
travel. 

Arriving  in  Mexico  City  on  March  1 ,  1924,  I  took  steps  at  once  to 
secure  an  interview  with  Mr.  Obregon  through  the  American  Chai^4 
d’Aflfaires,  Mr.  Summerlin,  who  sent  me  with  a  note  to  the  Foreign 
Relations  Department.  How’ever,  an  interview  was  not  obtained 
with  the  President  until  March  18,  1924. 

Although  approximately  fifty  people,  among  whom  were  “Generals” 
and  important  politicians,  were  w^aiting  to  see  him,  the  President 
asked  me  into  his  office's,  jumped  up  from  behind  his  desk,  shook 
hands,  and  inviU*d  me  to  be  .st'ateKl,  at  the  same'  time  asking  if  I 
wanted  an  interprc'ter.  I  answen'd  that  I  thenight  I  could  make 
myself  unelei'stexKl,  anel  that  I  was  only  a  vaquero,  not  a  diplomat,  at 
which  he  lauglu'el  lu'artily.  He  was  something  of  a  vaquero  (cowboy) 
himse'lf! 

With  patie'iice',  the  Pre'sielent  lu'arel  my  explanation  but  said  that 
the  matter  should  be  re'ferre'd  to  the  De'partamento  de  Agricultura  y 
Fomento,  through  regular  channels,  sa3ing  that  we  would  be  accorde^l 
all  the  attention  and  consideration  that  the  case  demanded.  In 
order  that  the  President  might  not  forget,  I  left  with  him  a  memo¬ 
randum  in  the  form  of  a  letter,  a  translation  of  which  follows: 


To  General  Alvaro  Obregon, 

Constitutional  President  of  Mexico, 

Mexico,  D.  F. 

Sir:  The  undersigned,  Wm.  M.  Ferris,  Manager  of  the  Babfeora  l>evelop- 
ment  Co.,  the  shares  of  said  (’ompany  belonging  to  Mr.  Wm.  R.  Hearst, 
l)egs  to  inform  you  that  this  Company  is  owner  of,  and  has  held  under 
legal  title,  a  tract  of  land  located  in  the  District  of  Guerrero,  State  of 
Chihuahua,  known  as  the  Hacienda  San  Jose  de  Babfeora,  for  39  years 
one  part  and  for  more  than  27  years  another  part.  Important  and 
costly  improvements  have  been  made  on  these  lands  and  some  1,500 
people  are  maintained  by  the  work  of  planting  and  the  care  of  the  cattle 
of  the  Hacienda.  Kven  now,  houses  of  the  workers  are  being  remodeled, 
shower  baths  being  installed,  five  free-schools  nmintained  and  teachers 
paid  by  the  Hacienda,  and  for  some  years  we  have  spent  more  than  the 
business  produced. 

Now,  the  Government  of  Mexico,  through  its  Secretariat  of  Agricultura 
y  Fomento,  a<^cording  to  a  notice  published  in  the  Perifidico  Oficifil  of 
Chihuahua,  under  date  of  January  5,  1924,  threatens  to  declare  null  the 
titles  to  156,401  hectares  [386,310  acres]  of  these  lands  because  the 
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oriKinal  titles  were  based  upon  a  surveying  concession  granted  to  Jesus 
K.  Valenzuela  A  Company  by  the  Supreme  Glovernment  December  9, 
1882. 

Mr.  Wm.  R.  Hearst,  personally  and  in  good  faith,  purchased  these 
lands,  taking  all  precautions  within  his  power  to  make  certain  the  titles 
were  legal,  and  since  that  time  he  has  been  operating  there,  paying  his 
taxes,  etc.,  recognized  by  all  governments  and  by  all  the  w’orld  as  the 
legitimate  owner  of  the  Hacienda  of  San  Jos^  of  Babfcora. 

Xow,  by  instructions  of  Mr.  Hearst,  I  come  to  respei'tfully  beg  that  you 
will  do  us  the  favor  to  order  the  unconditional  revalidation  of  the  titles 
that  protect  the  lands  of  the  Hacienda,  located  in  the  District  of 
Guerrero,  State  of  Chihuahua.  I  bring  with  me  certified  copies  of  the 
registry  of  these  titles  in  the  archives  of  the  C'ity  of  Guerrero,  Head  of 
the  District  of  the  same  name,  in  which  these  lands  are  located. 

Pn»testo  lo  ne<*essario, 

(signed)  W.  M.  Ferris, 
Mexico,  D.  F.,  March  6,  1924 

In  answer,  about  a  month  later  while  en  route  to  New  York,  I 
received  a  telegram  from  Mr.  Obregon,  which  translated  read  as 
follows: 

With  reference  to  your  letter  and  the  matter  referred  to  in  that  letter,  I  asked 
and  obtained  certain  data  fmm  the  Departamento  de  Agricultura  y  Fomento 
and  am  sorry  to  inform  you  that  I  find,  from  these  reports,  that  there  are 
many  serious  irregularities  in  the  documents  [!]  under  which  the  lands  to 
which  you  refer  are  being  held,  and  that  the  said  Department  has  used  these 
irregularities  as  a  basis  for  proceeding  in  the  manner  that  it  has.  Neverthe¬ 
less,  I  wish  to  assure  you  of  the  kindly  disposition  of  the  F^xecutive  Office 
under  my  charge  in  the  matter  of  instructing  the  Department  that  it  may 
render  all  facilities  fsissible  to  said  business  for  the  purpose  of  presenting  the 
documents  and  proofs  w’hich  you  consider  may  serve  to  prove  the  ownership 
of  those  lands  and  all  proceedings  which  you  may  undertake  to  carry  out, 
and  which  naturally  can  be  interpreted  as  a  defense  of  the  interests  of  your 
Principal,  you  being  assurtnl  that  the  matter  will  be  given  all  due  con¬ 
sideration  by  said  Department. 

(signed)  Alv.\ro  Obregon 

In  the  meantime,  Mr.  Charles  Beecher  Warren  had  lx*en  appointed 
Ami'rican  ambassador  to  Mexico.  During  my  interview  with  him  a 
few  days  after  his  arrival,  he  agreed  to  direct  .a  note  to  the  Departa¬ 
mento  de  Agricultura  y  Fomento,  asking  that  no  decision  be  made  in 
the  matter  until  we  had  had  time  to  make  the  proper  representations 
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in  defense  of  our  interests.  So  that  a  record  of  the  subject  might 
exist  there,  copies  of  documents  were  filed  with  the  Embassy. 

The  Ambassador  also  advised  that  Lie.  [Attorney]  Fernando 
Gonzalez  Roa  be  retained  to  handle  the  business  before  the  Depart¬ 
ment,  as  he  stood  w’ell  with  the  President  and  in  government  circles. 
He  w’as  a  man  of  considerable  influence.  Roa  was  one  of  three 
Mexican  commissioners  w’ho  had  worked  all  the  previous  summer 
with  Mr.  Warn*n  and  Judge  Payne  on  the  agreement  between  Mexico 
and  the  United  States  by  which  Obregon’s  government  was  recog¬ 
nized.  I  retained  Roa  and  gave  him  power  of  attorney  to  enable  him 
to  represent  the  company,  promising  to  send  him  as  soon  as  possible 
a  complete  set  of  documents  covering  all  titles.  This  w’as  done  after 
some  time. 

It  proved  difficult  to  find  all  the  documents  needed,  .since  some  had 
never  been  registered  at  Guerrero.  At  Chihuahua  some  had  been 
n*gi8tered  in  the  District  Court,  which  later  had  been  moved  to 
Juarez.  Other  records  left  in  the  office  of  a  notary  public  had  been 
lost,  and  part  of  the  records  of  the  District  Court  had  been  destroyed 
during  the  revolutions. 

One  of  the  most  important  documents,  that  covering  the  tract 
called  “El  Aguaje,”  I  finally  found  in  an  old  wooden  cupboard,  rolled 
up  among  ninety-nine  other  bundles  of  documents  of  various  kinds. 
It  had  miraculou.sly  escaped  destruction,  although  Guerrero  had  been 
one  of  the  “hottest  spots”  during  the  many  years  of  the  revolution 
and  the  subsequent  inva.sion  by  Pershing's  army. 

Work  on  revalidation  of  the  titles  proved  more  difficult  than  Lie. 
Roa  had  anticipated ;  the  officials  always  promised  to  arrange  every¬ 
thing  “shortly,”  but  .showed  no  disposition  to  do  anything  at  all. 
The  fact  w'as  that,  although  they  were  favorably  disposed  to  do  what 
Mr.  Hearst  asked,  they  did  not  wish  to  do  anything  that  would 
establish  a  precedent.  A  numbc'r  of  lawyers,  representing  other 
intert'sts  with  cases  like  our  own,  were  in  Mexico  City  closely  w^atch- 
ing  the  outcome  of  our  ca.s(*.  If  it  should  be  rt‘Solved  favorably,  they 
would  immt*diately  demand  like  treatment  from  the  Department. 
The  Department  obviously  had  no  intention  of  revalidating  many 
titles. 

Trjring  to  get  the  matter  settled  quickly  I  made  many  trips  to 
Mexico  City,  but  alw’ays  there  was  .some  “delay.”  The  best  Mexican 
lawyers  will  let  matters  drift  unless  there  is  somebody  behind  them 
to  keep  pushing.  I  felt  embarrassed  at  having  to  follow'  Roa  around 
to  get  something  accomplished. 
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Finally,  on  Aupist  14,  1924,  the  Valenzuela  Concession  was  de¬ 
clared  null  and  void,  but  Lie.  Roa  sc^cured  the  insertion  of  a  clause 
in  the  d€*cree  allowing  titk*s  to  lx*  revalidated  at  the  discretion  of  the 
President  or  the  Minist<*r  of  Agricultura  y  Fomento. 

After  a  can*ful  study  of  the  abstract  of  title  covering  the  “Aguaje" 
tract  of  135,487  acres.  I  thought  I  saw  a  way  to  fix  matters,  and  I 
submitted  a  memorandtim,  through  Lie.  Roa,  to  the  Department  as 
follows; 

Aft€*r  the  survey  was  made  by  Valenzuela  &  Company  in  the  Canton  Degol- 
lado,  State  of  Chihuahua,  the  public  lands  were  divided  between  the  govern¬ 
ment  and  V'alenzuela,  the  Government  ami  Valenzuela  all  that  were 
found  in  this  district,  the  lot  called  “K1  ARuaje,”  amongst  many  others, 
remaining  the  prop«*rty  of  the  government. 

Olso  Gonzales,  as  a  private  individual  and  mrf  as  partner  of  V'alenzuela  A 
Co.,  had  previously  purcha.sed  50  sitios,  or  87,780  hectares,  of  land  from  Juan 
Zubiran,  situated  in  the  central  part  of  the  “Graml  Mesa  del  (barmen”  in  the 
State  of  C'oahuila.  In  rxchange  for  these  50  siftox  in  Coahuila,  the  govern¬ 
ment  granted  title  to  Gonzales,  under  <late  of  September  30,  1885,  to  70,835 
hectares  of  land  in  C'hihuahua,  of  which  Gonzalez  later  sold  to  Mr.  Hearst 
the  tract  of  54,853  hectares  calle<l  the  “Aguaje”  tract,  said  tract  being  the 
prfjperty  of  the  fecleral  g(jvernment,  and  never  that  of  V'^alenziiela  A  Co. 

The  title  from  the  Government  to  Gonzales  was  registered  in  the  Regislro  de 
Titulos  de  Propiedad,  page  49,  Gonzales  delivering  his  titles  to  the  50  sitios  of 
land  in  Coahuila. 

The  Department  appointed  a  commission  to  investigate  their 
records  to  prove  or  disprove  the  assertions  made  in  my  m(*morandum. 
After  they  had  made  the  investigation  and  proved  my  .stat(‘ments 
to  be  correct,  the  Department  made  an  unequivocal  declaration  to 
that  effect  on  October  8.  1924,  as  follows: 

Sr.  Lie.  Fernando  (lonzalez  Koa, 

Representative  of  Bablc<»ra  Development  Company, 

Present: 

In  answer  to  your  petition  of  the  3d  in.st.  in  which,  in  the  name  of  your 
Principal,  you  ask  that  this  Secretariat  declare  that  the  land  called  “El 
Aguaje”  containing  54,834  hectares,  situated  in  the  4th  zone  of  the  Canton 
Degollado,  State  of  C'hihuahua,  belonging  to  the  aforesaid  C^impany,  is  not 
affected  by  the  nullification  of  the  Jesus  E.  Valenzuela  concession,  as  it  never 
formed  part  of  the  lands  of  said  concession,  as  is  shown  by  articles  of  incor¬ 
poration  of  the  Company  you  represent  in  which  enumeration  of  lands 
transferretl  to  said  C'ompany  is  made,  I  make  known  to  you  that:  The  corres- 
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pondiiifc  invefltiKation  havitiK  been  made  it  was  found  that,  effectually,  the 
aforesaid  property  called  “El  Aguaje,”  of  54,835  hectares,  is  outside  of  the 
Valenzuela  Concession  and,  c<»nsequently,  is  not  affe<*ted  by  the  Presi¬ 
dential  Decree  nullifying  said  Concession,  which  this  Secretariat  declares, 
as  the  result  of  j’our  petition,  which  is  thus  answere<l. 

i 

I  (signed)  R.  P.  Denegri 

t 

The  Secretary 

During  the  summer  and  fall  of  1924,  1  had.  spent  practically  four 
months  of  my  time  trying  to  push  this  business  along  and  had  not 
procetnled  very  fast.  At  the  same  time  I  had  had  to  neglect  the  other 
business  of  the  Hacienda,  having  no  a.s.sistant  manager  to  take  my 
place  tlu‘r**  and  no  other  person  to  <lo  what  I  was  doing  in  Mexico 
City. 

The  head  of  the  section  of  the  Department  through  which  this 
busiiM>ss  had  to  lx*  handlc'd  talked  in  a  very  friendly  way  every  time 
I  went  to  see  him,  but  he  would  do  nothing  to  expedite  my  business. 
It  finally  dawned  on  me  that,  he  was  waiting  for  .something,  and  I 
thought  I  knew  what  it  was.  He  was  simply  waiting  for  me  to  hint  to 
liim  that  his  gratificacidn  lexpc*cted  graft]  would  lx?  forthcoming! 
When  I  finally  made  this  plain  to  him,  he  got  busy  right  away,  and 
within  two  weeks  the  whole  matter  had  been  settled  favorably. 

On  Octolx*r  16,  1924,  our  lawyer,  lie.  Fernando  Gonzalez  Roa, 
receivT‘d  an  official  t»*legram  from  the  Minister,  Ramon  P.  Denegri, 
as  follows: 

Referring  to  yuur  .several  petition^<  uii  l)ehalf  of  the  Bablcora  Development 
Co.,  I  make  known  to  you  that  thU  Secretariat  has  studied  said  subject,  and 
has  decided  in  a  sense  favorable  to  the  interests  of  the  Company  you  represent. 
Communicated  to  you  for  your  knowledge. 

'  (signe<l)  Ramon  P.  Denegri 

The  Secretary 

1  consulted  with  Lie.  Roa,  who  was  of  the  opinion  that  this  was  all 
that  was  neces.sary  in  revalidating  the  titles.  Therefore,  I  im¬ 
mediately  took  steps  to  .secure  certified  copies  of  all  the  p(*titions  to 
the  Department  by  Roa;  of  the  clear  declaration  in  regard  to  the 
“El  Aguaje”  title;  of  the  official  messages  between  chiefs  of  different 
sections  of  the  Department;  of  the  official  message  to  the  agent  of  the 
Department  in  Chihuahua  instructing  him  to  see  that  the  Babicora 
Development  Company  “be  not  disturbed  in  the  exercise  of  its  rights 
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as  owner  of  the  lan^s  to  which  reference  is  made.”  All  these  certified 
copies  were  obtained  and  sent  to  the  office  in  San  Francisco. 

Furthermore,  translations  of  all  the  certifi(*d  copies  were  left  in  the 
American  Embassy  in  Mexico.  Amba.ssador‘ Sheffield,  who  in  the 
meantime  had  replact^l  Mr.  Warren  as  amba.ssador,  did  all  he  could 
to  aid  us  in  this  business.  And,  when  all  was  done,  he  directed  a  note 
to  the  Foreign  Rc*lations  Department  stating  that  the  Embassy  had 
lK*en  advised  of  the  arrangement  and  asking  that  the  proper  officials 
be  thanked,  thus  letting  them  know  that  all  was  a  matter  of  record 
in  the  Embassy. 

Immediately  I  left  Mexico  City  for  home,  thankful  that  the  “bad 
headache”  was  over. 

Wm.  M.  Ferris 

Hacienda  de  Babicora 
January  14,  1926 


Tke  Annual  Report  as  a  PuUic  Relations  Tool 
in  Xkree  Industries 

Though  their  roots  reach  back  for  centuries,  lx)th  public  n^Iations 
and  the  corporation  annual  report  have  reacht*d  semi-maturity  only 
during  the  present  century.  Business  public  relations  began  with  the 
reaction  of  the  first  customer  to  the  goods,  ser\ices,  and  personality 
of  the  first  man  who  offered  some  commodity — the  ham  of  a  squirrel, 
a  live  coal,  a  stone  si)ear — for  sale  or  barter.  Everyone  has  business 
public  relations  of  some  sort,  and  even  those  modern  companies  which 
still  disdain  any  formal  public  relations  cannot  escape  the  fact  that 
daily  they  produce  some  sort  of  relations  reaction  in  dealing  with 
their  segment  of  the  public.  As  for  corporation  annual  reports,  they 
go  back  to  the  time  the  first  corporation  totaU*d  its  receipts  and  ex¬ 
penditures  at  the  end  of  the  first  year  and  told  its  stockholders  that 
they  had  lost  or  made  so  much  money.  From  those  beginnings  have 
developed  a  public  relations  field  that  is  today  a  professional  science*, 
albeit  somewhat  ambiguous,  and  corporation  annual  reports  that 
rival  the  sleek  magazines  in  budget  requirements,  circulation,  atten¬ 
tion-getting  features,  and  the  worry  and  labor  of  the  staff  which 
prepares  them. 

Because  major  companies  hav’c  lxH*n  issuing  annual  reports  now 
for  the  past  thirty  to  fifty  years,  a  detailed  consideration  of  annual 
rejwrts  would  involve  more  space  than  can  be  allow’ed  here.  Accord¬ 
ingly,  this  article  will  confine  itself  largely  to  an  examination  of 
annual  rejwrts  in  three  industries  w’hich  are  more  or  less  basic:  the 
foods,  farm  machinery,  and  automobile  industries.  The  choices  are 
arbitrary.  Demand  for  foods  continues  regardU*ss  of  business  cycles, 
so  that  a  study  of  foods  will  reveal  what  happens  to  annual  reports 
in  an  industry  which  conceivably  could  prosper  without  annual  re¬ 
ports  or  any  other  sort  of  public  and  stockholder  relations.  With 
money  as  scarce  as  running  water  in  the  Dust  Bowi,  the  consumer 
will  continue  to  buy  food,  whether  or  not  he  ever  intends  to  pay.  On 
the  other  hand,  both  farm  machinery  and  automobiles,  though  long 
since  graduated  from  the  luxury  classification,  more  nearly  reflect 
fluctuations  of  the  general  economic  situation,  demand  for  the  pro¬ 
ducts  rising  or  falling  in  direct  ratio  to  the  immediate  ability  of  the 
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consumer  to  pay  or  to  his  confidence  in  his  eventual  ability  to  meet 
crinlit  demands. 


L 


What  is  Public  Relations? 

Considerabh*  space  has  b«*en  given  in  books,  articles,  and  speeches 
to  defining  public  relations,  and  the  definitions  are  as  varied  as  the 
writers  and  sp(‘akers,  except  that  no  thinking  w’riters  confuse  it  with 
mere  publicity.  Public  relations  is  promiscuous,  embracing  all  busi¬ 
ness  without  regard  for  merit.  It  is  likewise  malleable,  and  can  be 
b(*nt  and  molded  according  to  whatever  formula  serves  the  individual 
conctTii.  B  is  both  p(‘rvasive  and  ephemeral,  ever-present  and  yet 
elusive.  Therefon*,  an  attempt  to  confine  public  relations  to  one  s(*t 
of  words  is  foolish,  b(‘causi‘  public  relations  means  different  things  to 
diffen‘nt  men. 

A  public  relations  director  of  General  Motors,  Paul  W.  Garrett,  .saw' 
jiublic  relations  as  a  fundamental  philo.sophy  of  mind  and  manage¬ 
ment  which  “w'ith  enlightened  .sc‘lfi.shne.ss”  con.siders  the  broad  in¬ 
terest  of  the  customer  first  in  every  biLsiness  op<*ration.  To  W.  .1. 
Cameron  of  Ford  the  quality  of  public  relations  could  be  gauged  only 
by  asking  w’hether  a  community  w’as  lx*tter  off  w’ith  an  industry  than 
w'ithoiit  it.  An  over-.simplified  approach  to  proper  public  relations 
would  be  to  take  the  often-misquott*d  Golden  Rule  from  St.  Matthew' 
and  to  consider  public  relations  as  a  w'ay  of  life  in  which  only 
techniques  differ. 

Public  n*lations,  then,  is  an  attempt  at  mutual  understanding  Ix*- 
tween  the  business  man  and  his  public.  Again,  let  us  quote  from  the 
public  relations  director  of  General  Motors:* 

.  .  .  while  it  is  essential  that  the  Corporation  understand  the  public,  it  is 
equally  essential  that  the  public  understand  the  Corporation.  Goodwill  is 
established  and  maintained  not  alone  bj'  excellence  of  product  and  service; 
but  by  a  combination  of  this  with  public  knowleilge  and  acceptance  of  the 
policies  of  the  Corporation. 

The  correct  interpretation  of  such  policies  to  the  public  is  regarded  as  a 
primary'  function  of  management.  Progressive  industry  today  places  the 
formulation  of  sound  public  relations  policies  on  a  parity  with  the  formula¬ 
tion  of  other  major  policies.  In  fact,  it  goes  further  and  recognizes  that  every 
forward  .step  in  pro<*edure  should  be  subjected,  w'henever  possible,  to  advance 
appraisal  from  the  standpoint  of  the  public  interest  in  order  to  ensure  any 
contemplated  action  meeting  with  public  acceptance. 


*  General  Motors,  Annual  Report,  1932. 
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Toward  Whom  is  Public  Relations  Directed? 

It  is  still  not  uncommon  to  hear  men  us<*  the  words  pttblic  relations 
and  stockholder  relations  interchangeably,  a  hold-over  from  the  day 
W’heii  management  thought  its  sole  duty  was  to  corixiration  owners. 
Show  a  careful  attention  to  cost,  a  proper  balance  between  rei*eipts 
and  expenditures,  and  a  generous  dividend  check,  and  management 
<*ould  smile  in  the  knowledge  that  it  had  gotxl  public  relations — the 
stockholders  were  happy. 

Such  a  concept  went  out  of  fashion  in  the  wake  of  the  depart im*  of 
corjxirate  free  enterjirist*.  Since  biminess  nowadays  livt^s  in  a  gl&ss 
hous<‘,  its  character  has  changed  from  an  institution  existing  primarily 
for  the  enrichment  of  shareholders  until  any  bu.siness  of  size  is  at 
least  semi-public  and  must  consider  its  relations  with  every  |X‘rson 
and  group  with  whom  it  comes  in  contact.  i- 

First,  for  obvious  n*asons,  come  customer  relations.  In  a  day  when 
monopoly  is  ran*,  a  corporation  cannot  afford  to  be  high-handed  with 
customers.  This  is  true  because  of  tw’o  threats,  one  by  competitors, 
some  of  whom  will  know  the  economic  value  of  good  public  relations; 
and  the  other  is  the  ever-constant  possibility  that  customers  will 
demand  political  regulation  of  an  offending  concern. 

Equally  im|X)rtant  are  employee  relations,  another  aspect  of  general 
public  rciations  that  too  often  is  considered  as  .something  apart.  Most 
industry  with  backlx)ne  resents  government  intervention  in  labor 
di.sputes,  yet  only  through  proper  public  relations  with  reference  to 
employees  can  industry  hope  to  refute  the  conception  that  pseudo- 
di.sinterested  governmental  agencies  alone  can  resolve  labor-manage¬ 
ment  difficulties. 

A  good  modern  public  relations  policy  is  also  directed  at  capital, 
wiiich  furnishes  the  fuel  for  business;  toward  the  general  public  as 
.separate  from  the  consuming  public;  toward  the  state,  with  w'hom 
busine.s.s  mu.st  sc‘ek  cooperation  to  survive;  and,  finally,  toward 
industry  as  a  whole.  A  rounded  public  relations  program  will  take 
cognizance  of  all  these*  divisions  of  modern  life. 

Aim  of  Annual  Reports 

If  the  annual  report  is  going,  to  be  a  full-fledged  tool  of  public  rela¬ 
tions,  attention  must  be  given  to  its  potential  readers  in  order  that  an 
appeal  can  be  directed  at  the  correct  audience. 

Originally,  annual  reports  were  aimed  at  directors  of  a  company 
solely,  a  condition  which  persisted  until  about  1910,  when  stock- 
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hold(‘rs  l)eKan  to  be  includcKl.  Beginning  in  the  1930’s,  the  more 
progressive  eoinpanic*s  included  another  audience,  the  employees,  and 
shortly  after,  customers  and  “friends,”  which  would  bring  in  capital 
goixls  producers.  In  a  random  sample  of  seventy-five  annual  reports 
mad(‘  in  1946,  Professor  Thomas  H.  Sanders  of  Harvard's  Graduate 
S<‘hool  of  Business  Administration  found  only  five  companies  ad¬ 
dressing  their  annual  reports  specifically  to  groups  other  than  stock¬ 
holders.  Of  the  five  companies,  four  were  foods  companies — Cudahy, 
Borden’s,  Jewel  Tea,  and  Corn  Products — and  the  fifth  w’as  a  com¬ 
bination  farm  and  heavy  machinery  company,  Caterpillar  Tractor. 
In  only  two  of  the  five  casc‘s  did  the  practice  of  addressing  other  than 
stockholders  originate  Ix'fore  1940,  Caterpillar  having  l)egun  in  1937, 
with  the  Borden  Company  following  suit  the  next  year.^ 

On  the  whole,  however,  most  companies  have  progress(*d  only  from 
slanting  their  reixirts  toward  directors’  interests  to  an  emphasis  on 
stockholders’  interests. 

Purpose  and  Historical  Background  of  Annual  Reports 

Originally,  the  annual  report  gave  only  the  accounting  picture  of  a 
corporation.  Basically,  that  should  always  be  the  reason  for  an  an¬ 
nual  report.  As  the  trend  toward  fuller  disclosure  developed  follow¬ 
ing  World  War  I,  annual-report  compilers  added  more  and  more 
editorial  t€*xt,  invariably  to  explain  events  of  the  recent  past  that  they 
might  st'rve  as  a  key  to  the  immediate  and  long-range  future. 

As  public  relations  departments  and  counselors  made  themselves 
felt,  annual  reports  began  to  exercise  a  new^  function,  that  of  educat¬ 
ing,  not  only  the  stockholder  but  the  employe(‘s  and  the  public  as 
well.  Most  annual  reports  have  reached  that  stage  today. 

Development  of  the  annual  report  has  kept  pace  with  development 
of  tlu*  American  corporation  and  incn*asing  State*  and  Federal  regula¬ 
tion.  B(‘fore  the  Civil  War  not  enough  corporations  existed  on  a 
sufficient  scale  for  the  state  or  public  to  take  notice.  Most  men  were 
sole  proprietors  or  partners  whose  business  was  their  business.  When 
after  the  Civil  War  the  large  corporation  began  to  grow  with  the  same 
headlong  abandon  that  most  of  the  United  States  w’as  experiencing, 
corporation  owners  (once  petty  capitalists  themselves  or  sons  of  petty 
capitalists,  and  therefore  steepc'd  in  a  tradition  of  secrecy)  carried 

*  Th(>ma.s  H.  Sanders,  Company  Annual  Reports  (Boston:  Division  of  Research* 
Harvard  Business  School,  1949),  p.  18. 
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forward  their  belief  that  disclosure  of  financial  tactics  was  akin  to 
being  loose-mouthwl.  Fifty  to  st*venty-five  years  later,  occasional 
business*  men  still  cling  to  the  illusion  of  secrecy,  though  happily  their 
numbers  are  dwindling  and  their  business  compatriots  consider  them 
anachronisms.  What  mast  men  do  not  realize*  is  that  though  secrets 
of  technieiue  exist,  financial  s(H*rets  do  not,  and  that  no  one  know's  so 
much  alK)ut  a  man’s  company  as  do  his  rivals. 

In  the  jx)st-Civil  War  |x*riod,  wh<‘n  fn*e  enterprise*  was  at  its  semti- 
me*ntal  be*st  anel,  for  all  its  succe*ss,  its  unrealistic  woi-st,  corporations 
saw  no  nee*d  for  annual  rt*ports.  Many,  in  fact,  saw  no  need  for 
re*gular  steM'kholeler  me*e‘tings.  Caveat  emptor  may  have*  de*parte*d  as 
a  general  traele*  prae*tice,  but  it  fle)urishe*d  with  re*gard  to  the  novice 
stockhe)lder.  As  late*  as  1905  the*  We*stinghouse*  Company  had  gone 
ten  ye*ars  withenit  an  annual  mee*ting,  while  Senator  Thomas  Platt’s 
Unite*d  State*s  Express  Company  he*ld  no  me*eting  for  a  generation, 
nor  issue*d  any  state*me*nt  eif  any  se)rt  re*garding  its  financial  condition 
to  its  owners,  the  steK*kholde*rs.  In  that  era  the*  American  Sugar 
Re‘fining  Ceunpany,  with  more  than  ten  thousand  shareholders,  issue*d 
only  the*  slighte‘st  of  balane*e*  she*ets,  with  four  very  broad  classifica- 
tiems  of  asse*ts  and  thre*e  of  liabilities,  so  that  the  only  re*al  nugget  of 
information  to  be  gleaned  was  that  American  Sugar’s  books  balanced. 

Mon*  than  any  other  institution,  the  New  York  Stock  Exchange 
should  rece*ive  credit  as  at  le*ast  the  gcxlfather  of  annual  reports.  The 
Se*curitie*s  Exchange*  Commission  and  other  inquisitive  latter-day 
agencie*s  may  have  encourage*d  the  annual  report  to  expand,  but  in 
the  last  quarter  of  the*  nineteenth  century  the  New  York  Ste)ck  Ex¬ 
change  demandenl  re*gular  reports  of  new’  members  as  a  means  of 
checking.  That  its  se*eking  w’as  not  always  appreciate*d  may  be  in¬ 
ferred  from  the  te*rse*  re*ply  of  one  railroad  to  a  request  for  information: 
“The  De*laware*,  I.ackawanna,  &  We*stem  R.  R.  Co.  make  no  repeirts 
and  publish  ne>  .stateme*nts  anel  hav’e  done  nothing  of  the  .sort  for  the 
last  five  ye*ars.”® 

Such  W’as  the*  .situation  at  the  turn  of  the*  ce*ntury.  Only  new  listings 
on  the  New’  York  SteK*k  Exchange  felt  a  neces.sity  to  give  full  financial 
information.  As  far  as  ste)ckholde*rs  were  concerned,  a  company  sent 
out  reports  or  not,  depending  on  its  ow’ii  enlightenment — and  en¬ 
lightenment  in  public  re*latie)ns  is  not  one  of  the  more  memorable 
feature*s  of  this  bu.sine*s.s  era.  Thus  w’e  find  a  government  agency  in 


^  William  Z.  Ripley,  Main  Street  and  Wail  Street  (Boston,  1927),  pp.  157-159; 
X.  I^iyall  Mol^ren,  Annual  Reports  to  Stockholders  (Xew  York,  1947),  pp.  5-6. 
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1900  opining  that  “one  of  thp  chief  evils  of  large  corporations  is  the 
lack  of  responsibility  of  the  directors  to  the  stockholders.  In  many 
cases  the  directors  hold  their  })osition  for  a  sc'ries  of  years,  and  prac¬ 
tically  never  make  reports  that  an*  calculated  to  give  to  the  individual 
st(K*kholders  much  light  on  the  actual  methods  of  management. 

Aft<*r  1900  the  trend  toward  regularly  published  annual  reports 
lK*<*ame  ix'rceptible,  gaining  temjx)  through  the  incrt‘asing.  awareness 
of  the  public  character  of  all  large  business.  The  New  York  and  other 
stock  exchang(*s  tightened  their  requirements,  the  Interstate  Com¬ 
merce  Commission  asked  for  periodic  reports  by  transportation 
facilities,  and  State  (*ommissions  n*quired  reports  of  busines.s(*s  under 
their  sup(*rvision,  c*spc*cially  the  public  utilities.  From  1900  on, 
annual  reports  b(‘came  a  commonplace,  with  the  list  swelling  t*ach 
y(‘ar.  The  remainder  of  this  article  will  eschew  disciLssion  of  twenti¬ 
eth-century  efforts  to  lift  the  ever-thinning  cloak  of  secrecy  enfolding 
accounting  information,  in  ord(*r  to  concern  itself  with  .s|K*cific  patterns 
of  development. 


Changes  in  Physical  Styles 

h^rly  annual  reports  in  the  foods,  farm  machinery,  and  automobile 
industries  were  characterized  by  their  simplicity.  There  were  no 
photographs  or  drawings  and  little  text.  Ordinarily  a  balance  sheet 
comprised  the  entire  report,  with  no  attempt  at  explanation  for  the 
non-comprehending  stockholder.  Most  re|)orts  wen*  5x8  inches  in 
.size. 

Two  exceptions  are  Inteniational  Harvester,  whost?  re|K)rt  for  1907 
contained  photographs  of  products  and  plants,  listed  total  sales, 
and  made  a  stab  at  topical  departmentalization;  and  Allis- 
Chalmers,  which  in  1901  contained  .some  brief  text  matter,  prest*nted 
departmentally. 

In  the  1920’s  the  companies  con.sidered  for  this  study  add€*d  exiiosi- 
tory  material,  which  usually  was  nothing  .more  than  repetition.  Re- 
|)ort.s  took  on  a  more  formal  look,  adding  stiff  binders.  Size  remained 
unchanged. 

The  slick  paper,  8x11,  highly  d(*corated  annual  reiiort  of  today 
made  its  appt*arance  in  the  late  1930’.s.  Departmentalization  bt*came 
general,  and  a  minimum  of  expatiation  on  the  meaning  of  the  figures 
was  presented.  In  the  pt*riod  from  1941  to  1943  annual  reiiorts  added 
striking  photographs,  multicolored  covers  and  insides,  charts,  graphs,  < 
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cartoons,  and  careful  elaboration  of  the  balance  sheets  and  income 
statements.  In  the  latter  period,  too,  the  annual  report  fattened, 
each  succeeding  issue  apparently  trying  to  outdo  its  predecessor  in 
sheer  weight.  *  - 

Since  World  War  II  there  has  betm  little  change  in  the  physical 
appearance  of  annual  reports,  though  some  may  be  apparent  when 
the  next  crop  is  harvested  in  the  spring  of  1950.  The  trend  toward 
retrenchmv«nt  in  business  is  likely  to  bring  cuts  in  the  budget  allowable 
for  annua!  reports,  so  that  the  reports  will  lose  some  of  their  full¬ 
blown,  rose-in-bloom  appearance  while  retaining  their  es.sential 
features. 

Kvolution  of  Contents 

The  balance  sheet  was  the  heart  of  the  early  annual  n'jxirts,  and 
Ix'yond  that  almost  nothing  was  included.  By  1910  income  state¬ 
ments  were  becoming,  freciuent,  invariably  without  listing  sales 
figures.  Ten  years  later  sales  figurt's  were  added,  along  with  a  it*- 
statement  in  sentence  form  of  the  various  figures. 

Concern  w'as  openly  expressed  in  the  annual  reports  of  1921  and 
1922,  the  first  time  that  such  candor  w'as  seen.  Harassed  by  the  de¬ 
cline  following  World  War  I,  companies  frankly  asked  “Whither?” 
and  attempted  to  answer  their  question.  This  published  anxiety  with 
events  of  the  moment  continut*d,  and  it  is  not  surprising  to  find  many 
annual  reports  adding  departments  in  1933  on  labor  and  on  socializa¬ 
tion  features  of  industry.  (International  Harvester,  almost  always 
well  in  the  van  in  using  annual  reports  to  further  its  public  relations, 
had  niiija  detaileti  account  of  its  employee  pension  fund  and  em¬ 
ployee's’  bt'iiefit  association  as  far  back  as  1907.) 

When  the  battle  clouds  of  1939  opened  their  sluice  gates  to  let  war 
rain  on  Europe,  the  annual  re{)orts  added  departments  of  national 
defense  and  of  war.  In  1944,  with  an  end  to  the  w’ar  in  sight,  depart¬ 
ments  detailing  postw’ar  plans  appeared.  Since  1945  considerable 
space  has  been  devoted  to  labor  and  to  the  rdle  of  industry.  Of  para¬ 
mount  interest  is  the  place  of  private  enterprise,  as  is  indicated,  for 
instance,  in  the  opening  paragraph  of  an  American  Telephone  and 
Telegraph  report:® 

The  Board  of  Dire<‘tors  of  the  American  Telephone  and  Telegraph  Com¬ 
pany  presents  herewith  the  management’s  accounting  of  its  stewardship  for 


*  American  Telephone  and  Telegraph  Company,  Annual  Report,  1947. 
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the  year  1947  for  the  information  of  stockholders,  employees,  telephone  users 
and  the  entire  American  people  who  have  entrusted  to  private  enterpris«‘  the 
responsibility  for  carrying  on  this  essential  national  service. 

Reports  of  the  Automobile  Industry 

Consistently  paced  by  General  Motors,  the  automobile  industry  has 
issued  some  of  the  most  effective  annual  reiwrts  from  a  public  relations 
standpoint,  and  some  of  the  poorest.  In  a  class  apart  is  the  Ford 
Motor  Company,  which  issues  no  annual  rt*port  in  the  United  States, 
although  its  Canadian  .subsidiary.  Ford  Motor  Company  of  Canada, 
Ltd.,  is.sut'd  brief  n'ports  from  1916  through  1945,  and  since  then,  has 
is.sui'd  sleek  reports  not  unlike  those  of  its  comiietitors,  except  that 
there  is  little  comment  on  broader  issues. 

In  the  beginning  Packard  took  the  lead  among  automobile  com¬ 
panies  in  presimting  annual  reports  that  would  have  public  relations 
value.  In  1911,  when  General  Motors  was  listing  profits  without 
revealing  sales  volume  lU'ces.sary  to  obtain  those  profits,  Packard  was 
telling  its  sales,  and  tw’o  years  later  it  gave  a  frank  appraisal  of  past 
mc'chanical  mistakes,  an  amazing  admission  for  that  day  and  not  too 
common  at  the  present.  Ordinary  procedure  is  to  ignore  mistakes,  or 
where  a  mistake  is  glaring,  blame  outside  forces. 

Sales  volume  Ix'came  a  general  listing  in  1919,  although  late-comer 
Chrysler,  which  i.ssued  its  first  annual  report  in  1925,  gave  no  sales 
figures  until  1928.  For  twenty-tw'o  years,  from  1910  to  1932,  Packard 
ran  a  complete  chart  tabulating  its  net  sales,  income,  and  dividends, 
making  a  comparison  of  Packard  financial  progr(*ss  available  at  a 
glanc(‘.  General  Motors  added  a  histoiy  of  the  automobile  industry  in 
1920,  the  saim*  year  that  Nash  explained  the  relationship  necessary 
between  bankers  and  automobile  manufacturers.  When  Nash  lost 
$7,500,000  in  1938,  the  company,  in  contrast  with  some  companies 
which  omitti'd  any  statement  of  profit  and  lo.ss  in  unprofitable  years, 
explaiiu'd  fully  how  the  loss  occurred.  Most  automobile  companies 
were  aware  that  their  annual  reixirt  audiiaice  likiwvi.se  liought  cars, 
and  Ix'ginning  with  Nash  in  1934,  included  such  promotional  material 
as  photographs  of  the  sc‘veral  models,  price  lists,  and  mechanical  ad¬ 
vantage's.  Wheth(‘r  or  not  this  combination  of  salesmanship  with  an 
account  of  financial  stewardship  constitutes  good  public  relations  is 
debatable. 

With  the  advent  of  the  New  Deal,  General  Motors  added  another 
department  to  its  annual  rejiort,  a  cost-of-government  section,  which 
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each  year  includes  the  amount  paid  in  taxes  by  the  company  together 
wth  an  explanation,  of  what  this  means  in  terms  of  sales,  dividends, 
and  pri«*s.  General  Motors  has  also  nm  a  long  section  on  public 
relations  since  1932;  this  in  the  aggregate  amounts  to  a  small,  if  some¬ 
what  repetitious,  text  on  one  company’s  concept  of  public  K*lations. 

Reports  of  the  Farm  Machinery  Industry 

The  farm  machinery  industry  displays  much  more  consistency  in 
typt*  and  quality  of  annual  reports  over  the  past  half-century  than 
the  automotive  industry  evidences.  Admir(*rs  of  Judg(‘  Gary,  remem¬ 
bering  his  statement  that  “Corix)rations  cannot  work  on  a  principle 
of  locked  doors  and  shut  lips,”®  might  attribute  his  early  chairman¬ 
ship  of  Allis-Chalmers  as  a  contributing  inflt:en<  t>  to  the  general  high 
standard.  Whatever  the  n‘asons,  the  .sevi  r.d  large  farm  machinery 
companies  have  taken  a  h'ading  |X)sition  ix  :< -cognizing  efficacy  of 
annual  rt'ports  in  the  public  n*lations  field. 

International  Harvester’s  early  detailing  of  its  employee  security 
plans  has  been  mentioiu*d.  Five  years  later  (in  1912)  Deere  &  Com¬ 
pany  added  a  similar  section,  describing  the  functioning  of  pt'iL'^ion, 
.sick  benefits,  workingmen’s  compen.sation,  and  employee  stock  owner¬ 
ship  funds.  In  1911  International  Harvester  described  its  efforts  to 
combat  tuberculasis,  and  in  1918  the  report  contaiiuKl  a  long  st'ction 
on  industrial  relations.  The  following  year  International  Harvester 
announced  that  it  w’as  naming  a  vice-president  for  public  relations — 
an  attorney,  incidentally — and  thenceforward  the  effect  of  the  addi¬ 
tion  was  noticeable.  In  1928,  for  instance,  when  Calvin  Coolidge  was 
riding  the  crest  of  popularity,  when  stocks  were  high  and  speculation 
was  rife,  and  when  anyone  who  suggi'sted  there  was  a  limit  to 
America’s  speculative  expansion  was  looked  on  as  pos.st's.sing  a  cynical 
lack  of  faith,  the  International  Harvester  annual  n*|)ort  was  advi.sing 
its  readers  that  too  much  money  was  being  spent  on  the  stock  and 
.'Security  markets  and  that  the  direction  of  investment  was  dangerous. 

In  physsical  appearance  the  Deere  annual  reports  showed  the  least 
change  over  the  years,  running  an  almost  identical  report  from  1912 
through  1944,  always  with  John  Deere’s  photograph  as  a  frontispiece. 
For  some  reason,  De<*re  did  not  give  sales  figures  until  1936.  Mean¬ 
while  Caterpillar  had  announced  in  its  1934  report  that  it  was  releas¬ 
ing  its  monthly  .sales,  profits,  and  balance-sheet  {losition,  a  progressive 

*  McLaren,  op.  cit.,  p.  31. 
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move  aimed  at  kiH'ping  its  imblic  immtKliately  abreast  of  Caterpillar's 
finaneial  position  instead  of  having  to  wait  a  twelve-month  p<*riod. 
At  the  close*  of  World  War  II  Caterpillar  enlarg(*d  its  public  relations 
pni^ram  by  adding  educators,  ministers,  and  business  men  to  its 
annual-report  mailing  list  in  the  b€*lief  that,  though  these  groups 
might  poss(‘ss  no  busiiH*ss  interest  in  Caterpillar,  they  wen*  nonethe¬ 
less  worth  eonvineing  of  Caterpillar’s  contribution  to  the  American 
community  and  th(*ir  fri(*ndship  should  lx*  sought. 

Reports  of  the  Foods  Industry 

As  in  the  automotive*  industry  the  variance  in  annual  re*iK)rts  for 
the  fexKis  industry  is  quite  wide*.  BeHH*hnut,  for  instance,  has  hardly 
changed  its  re*port  in  form,  .size*,  or  te*xt,  exe*ept  for  substituting  the* 
latest  figums,  sine*e*  it  is.sue*d  its  first  repeirt.  The*  same  is  tme  of  Best 
Foexis,  Standard  Braneis,  First  Natiemal  Store's,  and  Com  Prexlucts 
(until  1946,  whe*n  e*xplanatory  charts  were  adde*d),  while  the  Great 
Atlantic  &  Pacific  Tea  Ceimpany  confines  itself  to  an  annual  postcard 
giving  the  balance  sluH't  and  total  sale's  figure's,  omitting  even  profit 
anel  loss  totals. 

At  the  other  extreme*  are*  such  concerns  as  Geiu'ral  Feiods,  Borden’s, 
anel  National  Dairy,  whose*  reports  are  virtual  show-windows  of  their 
companies’  activitie*s.  In  the  pe*riexl  from  1927  to  1931,  when  the 
Borden  Company  was  e'xpanding  treme*ndously,  each  of  its  annual 
reixirts  detaile*d  acqui.sitions  and  enlarge*ments,  telling  how  each 
adelition  fitte*d  into  the  Borden  “family”  and  how  it  should  solidify 
the  Borde'ii  competitive*  ix).sition.  National  Dairy,  matching  Borden’s 
expansion  eluring  this  same  ix*rie)d,  likewise  told  the  story  of  its 
growth  in  e*ach  re'pen-t.  In  the  late  1930’s,  apparently  contempor- 
ane*ou.sly  with  the*  aeldition  of  public  re*lations  dire*ctors,  the  three* 
companie's  augme*nte*d  their  annual  rejxirts  considerably,  is.suing  what 
were*  in  effe*ct  35-to-40  page*  bexiklets  e*mploying  a  pleasing  use*  of 
coleirs,  charts,  photographs,  and  discu.s.sion  of  various  pha.se*s  of  the* 
cennpanie's’  activities  in  an  e*ffort  to  acquaint  the  re*ade*r  with  prol)- 
lems  involve'd  in  handling  firms  of  such  diversity  and  magnitude. 
Borele*n’s  particularly  has  bee*n  active  in  giving  advice  and  informa¬ 
tion  re'gareling  the*  variems  factors  calk'd  into  play  in  America’s  endless 
“pursuit  of  happiness,”  e*xplaining  bases  for  be*lief  in  a  profit  system, 
private*  enterpri.se,  and  so  on.  General  Foods  and  National  Dairy 
have  kept  step,  and  in  1948  we  find  General  Fexids  stating  that  the  job 
of  Management  is  to  find  a  better  way  of  doing  things,  and  then 
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launching  into  a  lively  discussion  of  just  how  Management  intends  to 
fulfill  its  function. 


Function  of  the  Public  Relations  Director 
IN  Preparation  of  the  Annual  Report 

Until  the  1930’s  most  annual  reports  were  conceived  in,  character¬ 
ized  by,  and  issued  from  the  company  treasurer’s  department.  Public 
relations  was  new-fangled,  something  to  be  handled  by  a  lawyer  who 
knew  what  not  to  say  or  a  publicity  man  who  confus('d  public  rela¬ 
tions  with  free  advertising.  The  backbone  of  the  annual  report  was 
the  financial  statements. 

Financial  statements  remain  the  backbone,  as  they  should  be,  but 
surrounding  the  backbone  has  grown  a  solid  slab  of  beef,  nurtured  and 
kept  there  by  the  public  relations  department.  Unfortunately,  many 
a  stockholder  and  many  an  employee  are  uninitiated  beyond  nidi- 
mentary  bookkeeping,  so  that  the  sight  of  a  balance  sheet  provides  a 
signal  to  turn  to  the  next  page,  where  there  may  be  something  more 
digestible.  Aware  of  this  ignorance,  or  lack  of  interest,  public  rela¬ 
tions  men  have  contrived  to  put  something  on  that  next  page  which 
will  arrest  the  eye  of  the  report  reader,  hold  it,  and  ease  him  into  a 
knowledge  of  what  the  company  is  doing,  w’hat  the  industry  is  accom¬ 
plishing,  and  w'hat  benefits  the  reader  derives  from  living  under  a 
private  enterprise  system. 

That  there  are  dangers  in  permitting  the  more  superficial  public 
relations  men  too  free  sway  is  undeniable.  Certainly  many  account¬ 
ants  fear  a  possibility  that  public  relations  departments,  intoxicated 
by  their  own  eloquent  prose,  will  neglect  the  solid  financial  necessities 
to  conduct  quixotic  jousts  with  the  broad  abstractions  of  the  world. 

Professor  Sanders  sums  it  up  this  way:^ 

.  .  .  rontributions  from  the  public  relations  and  advertising  departments 
should  not  go  to  the  length  of  placing  the  annual  report  wholly  in  their  hands. 
Its  managerial  and  accounting  subject  matter  are  too  important  and  too 
technical  to  be  treated  satisfactorily  by  others  than  the  principal  operating, 
financial,  and  accounting  officers.  Kec(»gnizing  the  able  and  genuine  con¬ 
tributions  of  some  public  relations  men,  especially  those  who  have  become 
thoroughly  versed  in  the  company’s  basic  policies,  there  are  others  who  try 
to  buy  the  public  favor  too  cheaply,  with  the  result  that  their  contributions 
are  likely  to  sound  superficial  and  unconvincing.  The  subject  matter  of  the 


'  Sanders,  op.  cit.,  pp.  26-27. 
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annual  repf>rt  too  serious  business  to  be  handled  in  any  such  specious 
fashion. 

That  the  opportunity  is  great  enough  to  engage  the  full  powers  of  public 
relations  men  of  understanding  and  imaginative  insight  is  especially  evident 
when  it  is  realized  that  the  task  to  be  undertaken  is  not  only  to  inform  the 
public  about  the  company  issuing  a  particular  report,  but  also,  ...  to  give 
expression  t<»  the  comfiany's  place  in  a  free  enterprise  system. 


R6le  of  Industry,  as  Seen  in  Annual  Reports 

In  attempting  to  assay  the  r6k*  of  industry  in  the  midst  of  modern 
complexities,  the  automobile  industry  is  the  most  articulate  in  ex¬ 
pressing  its  views  through  annual  reports.  The  other  two  industries 
contribute  their  bit,  but  less  often.  Individually,  General  Motors 
makes  the  most  frequent  and  usually  the  most  cogent  statements. 
But  let  several  companies  speak  for  themselves.  Here  is  how  Cater¬ 
pillar  sees  it  :* 

A  manufacturer’s  business  is  to  serve  his  customers  well,  pay  as  good 
salaries  and  wag(w  to  employees  as  the  industiy-  can  afford,  and  make  a 
reasonable  profit  for  the  investors  in  the  enterprise. 

It  is  well  to  bear  in  mind  that  it  is  the  customer’s  money  which  pays  both 
employee  compensation  and  profits  to  investors — and  the  customer  must 
always  Ije  well  served.  Management’s  job  is  to  administer  the  industr}'’s 
affairs  so  that  the  lienefits  derived  from  its  operation  are  equitably  distributed 
among  customers,  employees  and  the  investors  so  that  each  group  receives 
its  rea.sonable  share. 

General  Motors  explains  itself  as  follows; 

If  our  country  is  to  remain  a  democracy  in  fact,  it  is  essential  that,  through 
the  process  of  etlucation,  there  be  developed  a  better  understanding  not  only 
of  the  factors  involved  in  our  increasingly  complicated  national  economy, 
but  also  of  the  economic  consequences  of  the  things  that  are  done,  as  well  as 
the  things  that  are  not  done,  which  influence  the  lives,  the  happiness,  and  the 
.security  4>f  all  the  people.  The  management  of  General  Motors  Corporation 
recognizes  such  a  resjxinsibility  and  assumes  the  obligation,  with  respect  Ixith 
to  its  stockholders  and  to  the  community  at  large,  of  promoting  in  every 
pro|)er  way  a  more  comprehensive  understanding  of  industry;  what  it  con¬ 
tributes;  why  it  contributes;  how  it  can  contribute  more,  and  why  it  may 
contribute  less.'* 


General  Motors  recognizes  that,  more  than  anything  else, ‘what  counts  in 
building  good  public  relationships  is  the  job  done.  Hut  just  doing  a  job  is 
not  enough.  Objectives,  policies  and  practices  also  must  be  understood. 

**  Caterpillar  Tractor  Company,  Annual  Report,  1939. 

”  General  Motors,  Annual  Report,  1935. 
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Accordingly  General  Motors  seeks  Erst  of  all  to  give  all  people  connected  with 
the  organization  itself  an  understanding  of  management  policies.  GM  knows 
that  if  its  own  people  believe  in  its  policies,  they  will  do  a  better  job. . . . 

In  the  final  analysis  General  Motors’  policies,  to  succeed^  must  have  the 
understanding  and  respect  of  all  concerned.  Such  understanding  can  be 
developed  only  through  the  presentation  and  understanding  of  management 
policy  and  accomplishments.  To  tell  the  story  of  General  Motors  and  of 
industry’  of  which  it  is  a  part  in  such  a  way  as  to  be  understood  better  by 
people  in  all  walks  of  life  is  of  vital  importance — more  so  today  than  ever 
before.  What  is  General  Motors?  What  is  industry?  How  does  indastry 
accomplish  what  it  does?  What  benefits  derive  from  industiy  in  the  com¬ 
munity?  There  are  few  chapters  in  the  book  of  human  effort  more  dramatic 
than  the  accomplishments  of  American  indastiy'  over  the  years.  .  .  .  Yet 
there  is  hardly  a  chapter  in  the  book  of  human  effort  less  understood. 

.  .  .  Should  any  policy  appear  to  be  out  of  harmony  with  public  thinking 
at  the  moment,  it  becomes  the  responsibility  of  indastiy’  to  present  the  facts 
to  the  forum  of  public  discassion,  fearlessly  and  aggressively. 

The  policy  of  GM  management. is  actuated  by  the  principle  that  “What  is 
gootl  for  the  people  of  the  countrj*  is  good  for  General  Motors.”'® 


Industry  has  the  additional  responsibility  of  demonstrating  sound  social 
as  well  as  sound  economic  objectives.  The  imy  a  company  produces  is  often 
as  important  as  what  a  company  produces." 

Ill  Htatiiig  views  Nash  tends  to  be  more  grandiloquent  and  high- 
flown.  A  study  of  the  statement  below  reveals  sound  sentiment  whose 
effectiveness  is  destroyed  by  the  sta^ness  of  its  style.  As  one  reads 
the  following,  he  fends  that  he  should  be  hearing  it  from  his  radio 
loudspeaker  aceompanienl  by  a  fanfare  ending  in  a  deafening  cres¬ 
cendo,  or  else*  viewing  it  in  a  multi-colortnl  advert iseunent 

...  we  have  attempted  among  other  things  to  bring  to  the  American  people 
an  appreciation  of  the  part  that  industiy-  has  played  in  the  progress  of  the 
nation  which  has  achieved  by  far  the  highest  standard  of  living  of  any 
country  in  the  world.  ... 

Whatever  the  future  may  hold,  whatever  the  rules  by  which  w-e  shall  lie 
governed,  one  thing  appears  certain:  After  V’ictorj-  and  the  world  is  again  at 
Peace,  we  shall  enter  a  period  of  reconstruction,  expansion  and  industrial 
progress  such  as  we  have  never  known. 

Against  this  bright  horizon  of  opportunity,  there  will  rise  a  tide  of  pros¬ 
perity  which  must  be  translated  into  the  greatest  amount  of  goinl  for  the 
greatest  number  of  people. 

That  is  a  job  for  individual  initiative  and  private  enterprise. 

We  shall  be  ready  for  it. 

‘®  Ibid.,  1944. 

"/Wff.,  1945. 

**  Xash  Motors,  Annual  Report,  1943. 
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Labor  Relations 

Ill  iisiiiK  th<*  annual  report  to  foster  good  lalxir  ri'Iations  the  farm 
machinery  industry  takes  the  lead.  In  1946,  when  sc*ven  of  the  eight 
Allis-Chalmers  plants  were  ,strikel)ound,  Allis-Chalmers  gave  a  ear(‘ful 
summary  of  tlu*  situation:  who  wanted  what,  which  demands  were 
irreconcilable,  and  what  the  future  held.  Tribute  was  paid  to  the 
majority  of  th<‘  workei’s,  Allis-Chalmers  recognizing  their  dual 
loyalty  to  company  and  to  union.  The  .summary  endinl  on  the 
following  .solier  note:’*'* 

The  future  of  our  employees  and  our  Company  lies  in  our  ability  to  start 
anew  to  develop  the  hif;h(‘st  type  of  mutual  respect  for  one  another  so  that 
the  pericnl  ahead  may  be  notew»)rthy  for  its  uninterrupted  im)duction  and 
employment  .seeurity. 

('at(‘rj)illar  has  emphasizi'd  employin*  relations  .since  it  6rst  addre.s.s- 
ed  its  annual  reixirt  to  employees  in  1937  with  a  stati'inent  that 
employiH's  ik).s.s(‘s.s  many  common  interests  with  stockholders  and 
should  r(‘ceiv(*  (‘qual  information  ri'garding  Caterpillar  o|K‘ration.s, 
“the  Ixdter  to  weigh  tlu*  various  economic,  .social  and  |M)litical 
theories  now  Ixang  .so  g(>nerally  discus.s(‘d.” 

Within  a  decade  this  interest  in  lalxir,  as  expres.s(?d  in  C^aterpillar 
rejxirts,  had  grown  until  tlu*  1946  rejxirt  carri(‘d  the  following  h'atures 
of  interest  to  employees:  lalxir  history  of  th(‘  year;  a  chart  comparing 
for  fifteen  years  the  Caterpillar  man-hours  with  the  Federal  R<*s(*rve 
Board  index  for  all  jiroduction ;  a  chart  showiiig  numlx*r.s  of  employ(*es 
and  stcK'kholders  for  fiftw'ii  yeai’s;  a  chart  compaiing  employee  com- 
jx>nsation  with  company  profits;  a  chart  comparing  the  movement  of 
indicc's  of  hourly  wag(‘.s  and  annual  wage's  for  fifth'll  yeai's;  and  dis- 
cus.sions  of  employee'  payreills,  in-job  training,  community  relatieins, 
anel  heiusing  preible'ins. 

Wlu'n  in  1947  Caterpillar  ivsumed  its  twei-wex'k  Augu.st  shutdeiwn 
feir  vacations  for  the'  first  time  .sine'e  World  War  II,  it  note*d  its  action 
in  the'  feilleiwing  paragraph 

Caterpillar  ha.s  Iohr  recognized  the  imiK)rtance  of  peH)ple  and  know.s  that 
to  Im*  successful  an  enterprise  must  provide  in  employment  much  of  the 
satisfaction  that  nu'n  seek  in  life.  In  seeking  to  achieve  greater  satisfaction, 
matuigement  endeavors  first  of  all  to  deal  with  each  employee  a.s  an  individual 
whose  work  makes  an  im{)ortant  contribution  to  the  success  of  the  business. 

Allis-Chalmers,  Annual  Report,  1946. 

**  Caterpillar  Tractor  Company,  Annual  Report,  1947. 
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It  endeavors  nut  only  to  pay  wages  that  are  fair,  but  also  to  provide  a  safe 
and  pleasant  place  to  work,  to  offer  opportunities  for  job  advancement,  to 
make  available  liberal  insurance  benefits  and  retirement  plans,  to  encourage 
thrift,  t«»  promote  recreational  activities,  to  assure  adequate  medical  care,  to 
handle  complaints  or  grievances  with  utmost  fairness,  and  to  keep  employees 
informe<l. 

The  Caterpillar  report  for  1947  also  explained  the  controversial 
Taft-Hartley  Act,  a  measure  virtually  ijpiorcHl  in  the  reports  of  other 
companies  invt‘stigated  for  this  study. 

When  the  t*eonomic  distress  of  1930  fore(*d  International  Harv(*ster 
to  lay  off  many  of  its  employees,  the  company  attempted  to  keep 
employe(*s  indeix'iident  of  charitable  and  unemployment  organiza¬ 
tions  by  loaning  them  money  to  lx*  repaid  from  their  future  earnings. 
Thesis  efforts  were  duly  chronicled  in  its  1930  n*port. 

Contrasting  with  the  foregoing  forthright  labor  relations  is  the 
statement  apfX'aring  iit  the  Chrysler  annual  n*ix)rt  for  1939,  a  year  in 
which  Chrysler  suffertHl  a  54-day  strike:  “During  this  unfortunate 
interruption  to  production,”  the  reix)rt  reads,  “our  dealers  and  the 
public  generally  showed  a  remarkably  sound  appreciation  of  the 
importance  of  the  issues  involved.”  But  nowhere  does  Chrysler  tell 
what  is.sues  were  involvt‘d. 

In  the  .same  vein  is  the  .statement  appt'aring  in  the  1933  annual 
rejxirt  is.sued  by  Packard.  In  that  year  Packard  experienced  a  tool 
and  die  workei-s’  .strike,  which  was  dismis.sed  as  follows:^® 

If  time  permitted  I  would  relate  to  you  the  principal  issues  involved  in  the 
current  labor  problems  as  I  know  them.  Perhaps  you  have  kept  yourself 
well  informed  through  the  press  and  otherwise.  I  suggest  you  <lo  so  because 
these  matters  are  of  im|)ortant  interest  to  ail  stockholders. 

Finally,  on  the  .subject  of  lalx)r  relations,  then*  is  the  .statement 
apfx*aring  in  a  Gen<*ral  Motors  reix)rt  which,  from  a  GM  standpoint, 
must  belong  to  that  category  of  phrases  which  causes  the  utterer 
thereof  to  look,  scratch  his  ear  ix*rplexedly,  and  mutter,  “Did  I  .say 
thatV^  That  is  the  statement  in  the  1934  annual  report’  lauding 
Franklin  D.  Roos<*velt  for  his  “state.smanlike  pronouncement”  regard¬ 
ing  lalx)r-management  respon.sibilities. 

Customer  and  Community  Relations 

As  this  twentieth  century  has  worn  on,  more  and  more  companies 
have  grown  conscious  of  their  place  within  the  community.  Although 
they  may  be  little  more  dependent  on  the  community  than  the  aver- 

Packard  Motor  Car  Company,  Annual  Report,  1933. 
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age  man  is  on  his  next-door  neighbor,  companies  are  getting  that 
neighborly  feeling,  a  feeling  of  belonging,  with  all  the  responsibilities 
which  belonging  can  entail. 

Thus  in  1948  Allis-Chalmers  included  in  its  annual  re|K)rt  a  s(*ction 
on  the  company’s  eommuiiity  relations,  telling  of  attempts  to  share 
in  “whoU*some  community  aetiNTties”  through  plant  tours  and  visita¬ 
tions  and  cooptTation  with  si'rviee  clul>s,  schools,  and  churches. 
Caterjiillar  in  1944  told  of  contacts  maintaiiUHl  with  local  new.spapers 
and  radio  stations,  spc*akers  provid(*d  for  civic,  church,  and  club 
groups,  motion-pictun*  showings  arranged,  and  other  activities 
entered  into  to  foster  a  “lietter  understanding  and  a  continued 
friendly  spirit  .  .  .  iK'twwn  the  community  and  the  Company.” 

Back  in  1912  International  Harve.ster  caught  the  community  .spirit, 
s(‘tting  up  an  agricultural  exten.sion  department  which  in  the  next 
seven  years  held  seventetTi  thousand  m(*etings  for  farmers,  plus  fifty- 
one  thousand  other  meetings  attended  by  ten  million  jx'rsons.  In 
that  period  four  million  copies  of  one  hundriHl  and  twenty  booklets  on 
agricultural  subjects  were  distributed.  Other  companies  have  added 
exten.sion  services,  (*.s|)ecially  the  foods  companies,  who  .service  a 
tremendous  numlKT  of  projects  and  iM*ople  yearly.  Credit  for  agricul¬ 
tural  exten.sion  gws  back  at  least  as  far  as  the  last  third  of  the  nine¬ 
teenth  century,  whm  the  railroads  .set  up  agricultural  extension 
bureaus  to  learn  which  crops  wen*  .suitt*d  to  their  We.steni  land  grants 
and  to  in.struct  th<*  farmers  whom  they  settled  on  those  lands. 

Conscientious  attention  is  g<*nerally  given  to  customer  relations. 
When  Packard  in  1946  announced  that  it  was  not  ready  to  produce  a 
convertible  with  an  automatic  tran.smi.ssion,  becau.se  the  transmis.sion 
as  then  develoiied  did  not  me(*t  Packard’s  ‘‘full  satisfaction,”  it  made 
a  statement  which  could  stand  as  a  keystone  of  the  good  customer 
relations  practic(*d  .so  succes.sfully  by  most  of  the  companies  con¬ 
sidered  hcrt*:  “  .  .  .  your  Company  lK*lie\'es  the  motoring  public  never 
should  lx*  u.s(*d  as  a  guin(*a  pig.”  In  announcing  that  after  forty  years 
it  had  iR'i-fectcd  a  cotton  picker,  Int(‘rnational  Harvester  advised 
.small-farm  customei*s  to  continue  hand  picking  lK‘cause  of  the  large 
capital  investment  nece.ssitated  by  the  mechanical  picker.  Again  in 
1945  International  Harv(*ster  announc(‘d  a  lilx'ralization  of  its  patent 
ixilicy  de.sigiM*d  to  aid  Ixith  customer  and  industry — within  five  years 
after  a  patent  is  acquir'd,  IHC  will  licenst*  that  patent  for  use  by  other 
companies.  Intelligently,  International  Harve.ster  did  not  claim 
altnii.sm,  but  .said  that  .such  a  policy  was,  first,  “a  sound  business 
move,”  and  then  a  public  service. 
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These  attitude's  toward  consumer  and  community  are  a  far  ciy 
from  the  days  when  s<*cr(H*y  of  activity  and  motivation  was  a  fetish. 

4 

Business  Cycles,  as  Seen  in  Annual  Reports 

From  the  standix)int  of  the  student  of  recent  history,  the  annual 
H'ports  from  1920  forward  provide  a  lode  of  information  on  the  reac¬ 
tion  of  morc'-or-less  Big  Business  to  changing  busiiu'ss  cycle's.  Such 
rt'actions  are  imix)rtant,  because'  they  can  fon'shadow  a  tre'iiel  in 
business  operation  with  the  subseeiuent  eflfeM't  em  inelustry’s  public 
relations. 

In  1921,  whe'ii  De'ere  lost  nearly  $3,000,000  because  of  the  ge'iieral 
depre'ssion,  espe'cially  in  farm  price's,  Deere  admitteni  that  it  had 
been  unable  to  re'duce  expense's  in  the  same  proportion  as  sale's.  The 
following  ye*ar  Dee're,  acknowienlging  that  it  hael  scrajx'el  Ixittom  in 
the  spring,  saw  no  re'al  hope  for  the  return  of  profits  until  farme'rs’ 
e'osts  declined.  The  automotive  industry  met  the  first  pexjtwar  dev 
pre'ssion  with  courage,  using  the  downtrenel  in  price's  and  profits  as  a 
means  of  getting  its  house  in  eirde'r.  Packard,  there'tofore'  a  maker  of 
luxury  e*ars,  intrexluced  its  comparatively  cheap  Single  Six  in  the'  be¬ 
lief  that  the  time  was  ripe  for  cheaper  cars  prexluced  and  sold  in 
volume.  General  Motors  announced  that  it  had  learned  from  the 
depression  that  automobile's  had  a  much  wider  u.se  than  mere  ple'a.sure 
and  that  they  cenild  and  should  be  nm  longer.  Saiel  a  GM  report:^® 

General  Motoiv  C'orporation  has  followed  the  trend  of  the  industry;  its 
regeneration  was  neres.sary  and  it  has  been  complete.  Facilities  for  manu¬ 
facture  and  sale  have  been  revised,  bettered  and  made  more  e<*onomical. 
Gars  are  more  carefully  designed,  with  a  view  to  longer  life,  and  greater 

'  economy  in  maintenance  and  operating  costs.  .  .  .  System  in  management 
and  i'ontrol  has  been  developed.  ...  To  many  this  period  of  transformation 
has  been  one  of  doubt,  fear  and  misgiving,  confused  by  large  and  unfinished 
developments  but  to  those  of  clearer  vision  the  possibilities  of  a  greater, 
stronger  and  more  useful  and  prosperous  corporation  have  been  constantly 
in  mind.  To  them  the  period  of  regeneration  is  distinct  fn)m  and  independent 
of  the  development  of  the  Corporation  as  planned  in  earlier  years. 

When  the  1929  deprc's.sion  hit,  Chrysler  w'a.s  convinct'd,  like  .so 
many  other  companies,  that  the  automobile’s  position  in  American 
life  was  too  secure  and  demand  was  too  .stable  for  anything  more  than 
a  temporary  recession.  By  1932  Chrysler  was  convinced  that  the 

General  Motors,  Annual  Report,  1922. 
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depression  was  serious,  but  that  it  offered  an  opportunity  for  expan¬ 
sion  and  for  inen*as(‘d  enKine<‘ring  ms«*arch.  Farm  machinery  com¬ 
panies  likewise  felt  that  the  depression  was  a  time  for  op|K)rtunity. 
Allis-Chalmers  in  1931  announced  several  plant  purchases,  made 
advantageously  lKH*aus(‘  of  existing  low  prices,  and,  further,  it  an- 
noune(“d  its  diversification  into  the  bwad  mass-production  market, 
<*sp(‘eially  into  the  handling  of  thos(‘  g(H>ds  requiring  replacement 
regardless  of  business  conditions.  And  it  will  1h*  remembc'nHl  from 
earlier  in  this  paix*r  that  this  was  a  jx'riod  when  Standard  Brands, 
General  Foods,  Bonlen’s,  and  National  Dairy  wen*  growing  mightily, 
diversifying  pnxluets,  tapping  new  trade  regions,  forever  expanding 
and  combining.  If  this  was  Depression,  industry  would  make  the  most 
of  it ! 

The  flutt(“r  that  eanx*  in  1937  left  Cater])illar  frankly  worried,  a 
worrj’^  shared  with  tlu*  public  in  its  annual  re[X)rt.‘  With  the  company 
l)rodueing  lx‘yond  demand.  Cateri)illar  admitted  with  admirabU* 
candor  that  it  was  unable  P)  gauge*  an  ad(*quat(*  rate  of  pnxluction 
and  that  meanwhile*  its  inve*ntory  was  the*  highe*st  in  history  anel 
growing. 

The*  pre)ble*ms  arising  fre)m  the  e*e)ne*lusion  of  World  War  II  re*e*e*ive*d 
more*  sj)ae*e  from  automotive*  annual  re*ix)rts  than  from  those*  of  the 
other  twe)  industrie*s.  With  factorie‘s  tx*hinel  in  productie)n,  price*s 
high,  anel  labor  striking,  Nash  ran  paragraphs  e)n  the*  ix)ssibility  e)f 
high  prie*e*s  stifling  ele*manel,  while  Chrysler  e*e)mme*nte*el  as  fe)lle)ws:’' 

If  prese;nt  price  levels  continue  or  ri.se,  it  is  apparent  that  the  ultimate  re¬ 
placement  problem  can  only  l)e  met,  without  resort  at  some  time  in  the  future 
to  capital  financing,  by  a<*e*umulating  cash  balances  from  current  oiierations. 
Your  management  has  this  firmly  in  mind  in  determining  the  C'orporation’.^ 
fiscal  iK)licies,  but  as  yet  no  metluMl  of  dealing  with  this  matter  in  corporation 
accounting  rep<trts  st*ems  to  have  l)een  devised  and  accepted  into  common 
practice. 

As  pric(*s  continued  to  rist*  in  1948,  Chrysler  again  warned  that 
since  no  signifi(*ant  drop  in  costs  was  in  evidenct*,  the  automotive 
industry  could  lx*  heading  toward  a  crisis.  Said  Chrysler:  “The  dan-r 
ger  that  ultimately  rising  costs  may  at  least  to  some  extent  priee  tlU* 
automobile  indust ly  out  of  the  volume  market  is  ever  pn*.st*nt.  Only 
time  and  the  pr(*.s.sur(*  of  comix*titive  forces  in  the  country’s  over-all 
eeonomy  ean  determine  that.’’** 

*■  Chrysler  CuriK)ration,  Annual  Report,  1947. 

'*  Ibid.,  1948. 
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Meanwhile  the  foods  industry  w’as  having  to  borrow  to  finance  in¬ 
ventories,  since  depreciation  accruals  failed  to  provide  enough  funds* 
to  carry  the  high  cost  of  replacement.  Like  the  automobile  industry ; 
with  its  problems,  the  focxis  people  saw’  little  solution  for  their  problem 
except  to  borrow’,  though  by  1948  they  were  Ix^ginning  to  s(*e  relief  as 
their  prices  tend(*d  to  level  off  and  their  volume  of  salc*s  to  stabilize. 


Summary 

If  the  study  of  the  annual  reports  in  the  foods,  farm  machinery,  and 
automobile  industrie*s  reveals  any  pattern,  it  is  simply  that  reports 
differ  not  so  much  tx*tw’e<*n  industri<*s  as  betwmi  companies.  Each 
of  the  thre<*  industries  produced  examph*s  of  progit*ssive,  full-lxxlied 
annual  reports  characteiized  by  honest  attempts  at  good  public  rela¬ 
tions,  while  at  the  same  time  each  industry  had  its  share  of  annual 
r(*ports  which  gave  only  the  barest  information. 

The  siz(‘  of  a  company  is  not  indicative  of  the  quality  of  the  public 
relations  job  done  through  its  annual  n*ix)rt.  On  the  one  hand  is  the 
giant  A  &  P  w’ith  its  two  billion  dollars’  w’orth  of  yearly  sales  issuing 
only  a  iwsteard  report,  and  in  the  same  industry  is  comparatively 
small  Jewel  Tea  issuing  a  rejiort  of  uniformly  high  quality. 

In  general,  automobile  re|)orts  tend  to  be  .optimistic  and  bret^zy — 
one  migiit  lx*  tempted  to  say,  “typically  American.”  Farm  machinery 
repprts  adopt  the  mildeid  tone  and  generally  are  the  most  conserva¬ 
tive  in  outlook,  though  alw’ays  acutely  aw’are  of  their  close  relationship 
W’ith  the  public.  The  hxxis  industry  is.sues  the  most  assured  reports, 
alive  W’ith  quiet  confidence.  Could  this  be  because  of  a  psychological 
assurance  that  hxxls  pnxlucts  are  always  in  demand,  .so  that  the 
companies  are  Ixithered  Ie.ss  \vith  .stimulating  a  market  than  with 
maintaining  their  relative  position  w’ithin  that  market? 

Some  les.sons  in  public  relations  can  be  leanwd  from  a  wholesale 
study  of  annual  reports.  A  report  .should  either  ignore  a  controversial 
.situation  or  should  explain  it  fully.  Reixjrts,  for  instance,  w’hich  list 
a  company’s  loss  on  a  year’s  operation  as  being  the  result  of  adverse 
“outside”  conditions  w’ithout  telling  what  those  conditions  are  and 
how’  they  are  being  attacked  arouse  doubts  in  this  reader’s  mind  as  to 
the  company’s  adequacy  in  handling  the  .situation.  A  sort  of  sober 
gusto  .should  be  the  mood  for  tackling  the  controversial,  a  realism 
tempered  W’ith  confidence. 

Obviously  some  reports  have  been  prepared  by  people  untrained 
in  getting  written  ideas  across.  Not  all  accountants  can  w’rite,  but. 
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then,  neither  ean  all  public  relations  men.  Pains  should  lx*  taken  to 
achieve  clarity,  which  means  simple  writing  rather  than  cumbersome 
attempts  at  fine  writing.  There  is  a  vast  gap  between  the  style  of  a 
report  to  be  s<*en  by  fiftet*n  directors  highly  trained  in  business,  and 
fifty  thousand  stockholders  and  employe(*s  whose  busine.ss  experienci* 
and  understanding  run  the  gamut. 

Another  le.s.son  to  lx*  learned  is  that  sle(*k  ])ackaging  can  lx*  over¬ 
done*  until  it  rep(*ls  the  prospe*ctive  reader.  Makers  of  annual  reports 
.should  look  at  Hollywood,  which  has  adverti.sed  “colos-sal”  produc¬ 
tions  in  “glorious”  Technicolor  with  such  cheapening  indiscrimina¬ 
tion  that  the  adjectives  have  be(*n  milkc*d  of  meaning,  until  now  no 
one  notices.  It  may  be*  that  the  ordinary  tightening  of  bu.siness  prac¬ 
tice  which  is  apparent  at  present  will  take  care  of  this  tendency. 

A  fourth  le.s.son  to  be*  leain(*d  is  that  annual  reports  should  apix*al 
to  a  variety  of  ta.stes,  a  lesson  requiring  no  elalxiration. 

Good  public  relations  demands  that  reports  avoid  the  apix*arance 
of  lx*gnidging  .social  advances,  either  imminent  or  already  granted. 
If  p«*rtinent,  the  report  should  explain  the  implications  and  limits  of 
the  change*,  and  here  a  reixirt  can  hit  hard  so  long  as  it  hits  squarely. 

Finally,  rejxirts  should  educate,  but  not  pontificate.  Some  com¬ 
ments,  particularly  those  dealing  with  private  industry’s  accompli.sh- 
ments  in  a  private  enterprise*  .system,  .sound  as  if  they  were*  pronounce¬ 
ments  handed  down  straight  from  the  Delphic  Orae*le.  Again  the 
simple,  direct  approach,  as  exemplified  by  some  of  General  Motors’ 
anel  Borden’s  e*due*ational  features  on  how  tlu*ir  respective  ceimpanies 
operate,  breeds  respect  in  all  but  the  most  grudging  reader. 

Taken  by  and  large,  annual  reports,  with  their  mass  circulation 
running  .sometimes  into  the  hundreds  of  thousands,  should  lx*,  and  are, 
a  gr(*at  aid  in  forwarding  good  public  relations.  They  go  to  an  audi¬ 
ence  who.se  influ(*nce  is  vast  and  varied,  an  audience  more  interested 
than  most  lx*caus(*  it  has  some  sort  of  jx*rsoiial  stake  in  what  the 
r(*ix)rt  repre.sc*nts.  What  Ix'tter  place  is  there  for  industry  to  u.si*  as 
a  starting  block  in  building  a  solid  structure*  of  intelligent,  dynamic 
public  relations? 


.Joe  B.  Frantz 
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Researc  li  in  PuUic  Accountancy 

By  Mary  E.  Murphy 
Hunter  College  of  the  City  of  New  Yorlc 


“English  a(‘eounting  practice  has  been  developing  for  many  years, 
but  it  has  not  made  any  substantial  contribution  to  economic  science 
over  its  own  field  of  the  analysis  of  the  wsults  of  industry,  although 
it  has  practically  a  monojwly  grip  of  the  required  data.  Accountants 
have  the  figures;  other  jxople  cannot  use  them  and  if  accountants  will 
not,  then  we  get  nothing;  economics  continues  its  abstract  declara¬ 
tions  and  business  blunders  on  by  individual  instinct.”  This  ringing 
challenge  delivered  by  the  latt*  Ix)rd  Stamp  more  than  twenty-five 
years  ago  has  not  lx‘en  fully  met  by  either  the  English  or  the  American 
accounting  profes.sion.  An  as.s(‘ssment  of  progress  to  date  and  an 
analysis  of  the  factors  imixHling  accounting  research  an*  the  puriK)ses 
of  this  paper. 

What  n*cord  exists  of  what  has  been  accomplished  and  what  left 
undone  in  the  last  fifty  years  or  more?  The  enlargement  of  account¬ 
ing  theory  and  auditing  technitjue  is  one  of  the  important  develop¬ 
ments  of  this  century,  a  corollary  to  the  increased  influence  of  bu.sine8s 
and  finance  in  the  community.  Those  who  seek  knowledge  of  the 
steps  taken  by  practitioners — first  in  Scotland,  then  in  England,  later 
in  some  of  the  Dominions  and  finally  in  the  United  States — to  attain 
solidarity  of  purpose,  profes.sional  recc^ition,  and  ethical  standards, 
all  now  taken  for  grant(*d,  must  search  through  biographical  sketches 
and  obituary  notices  of  professional  leaders,  addresses  of  society 
officers,  and  scatten*d  articles  and  reminiscences  for  clues  to  what  has 
occurred  and,  more  importantly,  to  the  significance  of  men  and 
events. 

An  exhaustive  search  of  references  p(>rtaining  to  English  account¬ 
ancy  has  revealed  the  following:  A  History  of  Accounting  and  Account¬ 
ants,  edited  by  Richard  Brown  in  1905;  Chapters  in  the  History  of 
Bookkeeping  and  Accountancy,  written  by  David  Murray  in  1930; 
“Fifty-Seven  Years  in  an  Accountant’s  Office,”  a  paper  read  by  Ernest 

Kditor’s  Note.  In  the  absence  Miss  Murphy,  this  paper  was  read  by  Mr. 
Navin  at  the  joint  meeting  of  the  Business  Historical  Society,  Inc.,  and  the 
.American  Historical  Association,  Dec.  29,  1949. 
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Cooper  before  a  meeting  of  the  Institute  of  Charter«*ti  Aeeountants 
and  reprint(‘d  in  The  Accountant,  issue  of  OetoixT  21,  1921 ;  the  Oeto- 
ber  1,  1949,  issue  of  tlu*  same  iH‘riodieal — noting  its  seventy-fifth 
anniversary,  tracing  the  grovvtii  within  the  jirofession,  and  describing 
outside  influenees  uihhi  this  evolution  ;'a  lecture  on  “The  Position  of 
the  Public  Aeeountant  in  R(*lation  to  Business  and  Government  in 
Great  Britain,’’  deliveretl  by  Sir  I-aur(*nee  Hals(*y  at  Harvard  Univer¬ 
sity  as  Dickinson  Ix'eturer  (n'printed  in  The  Journal  of  Accountancy, 
August  and  SeptemlxT,  1938);  and  a  monograph  pr(‘pared  by  the 
writer.  The  Profession  of  Accountancy  in  England,  issiu'd  by  the 
American  Accounting  Association  in  1942. 

As  far  as  is  known,  the  only  publish(*d  history  of  an  English  ac¬ 
counting  firm  is  that  of  Deloitte,  Pleiuh'r,  Griffiths  &  Co.,  and  this 
document  (published  in  1942)  covits  only  the  early  years  of  growth. 
I'his  history  is  oik*  of  the  lx‘st  wnttcMi  of  all  historical  d(x*uments 
(‘xamiiuxl,  and  a  s(‘quel  seems  calk'd  for  to  bring  firm  exix'rience  up  to 
date  and  to  summarize  the  professional  and  civic  activities  of  the  late 
Lord  Plender. 

In  this  country,  attention  is  first  direct(*d  to  the  memoirs  of  the 
lat(‘  .lanu's  T.  Anyon,  Recollections  of  the  Early  Days  of  American 
Accountancy,  1883-1893,  ])rivat(‘ly  printed  in  1925.  The  Committee 
on  History  of  the  American  Institute  of  Accountants  has  (k'voted  its 
efforts  to  indc'xing  historical  n'h'n'uci's,  stating  its  conviction  that  “it 
was  not  exix'cted  to  write*  a  history,  at  least  not  as  a  Ixidy,  although 
some  of  its  m(*mbers  have*  done  so  and  may  do  so  again.  It  feels  that 
its  duty  to  th<‘  Institute  and  the  prof(‘s.sion  has  Ix'cn  and  is  to  make 
tlu'  TM'cessary  source*  materials  as  ce)nve*nie*ntly  available*  to  authors 
as  ]X)ssible*.’’  Me*mlx*rs  of  the*  Committee,  however,  have  e)ffere*el 
]ia|x*rs  te)  aelvane*e  the  lx)undarie*s  eif  re'se*arch:  Norman  E.  Webster 
(the  pre*se*nt  chairman)  supplied  the*. se*e*tie)n  e*ntitle'd  “Public  Account- 
ane*y  in  the*  Uniteel  State's’’  feir  the*  veilume  tith'd  The  American  In¬ 
stitute  of  Accountants,  1887-1937,  anel  “What  Isa  Public  Ae*countant?” 
for  The  New  York  Certified  Puldic  Accountant  (i.ssiu's  of  Nove*mlx*r  and 
De'e*e*mlx*r,  1944);  and  Pre)fe*.s.sor  A.  C.  Littleton  pre*pare*d  a  Directory 
of  Early  American  Public  Accountants  (University  eif  Illinois,  1942) 
anel  Accounting  Evolution  to  1900,  unek*r  the  imprint  eif  the  Amerie*an 
In.stitute  Publishing  Company,  in  1933. 

Another  membe*r  eif  the  Institute  CemimitteH*  em  History,  T.  Edward 
Ross,  has  written  “Ranelemi  Re*colle‘ctions  eif  an  Eventful  Half  Cen¬ 
tury’’  which,  with  the  late*  George  Wilkin.son’s  “Organization  of  the 
Profession  in  Pe*nn.sylvania,’’  amply  covers  practice  in  the  Keystone 
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State;  these  papt‘rs  have  bt'en  publisluKl  in  The  J ournal  of  Account¬ 
ancy,  in  October,  1937,  and  September,  1927,  n^spectively.  Com¬ 
memorating  the  half-century  mark,  the  New  York  and  New  Jersey 
Societies  of  Certified  Public  Accountants  prt‘pared  brochui’es,  one  in 
1947  and  the  other  a  year  later. 

Of  the  American  accounting  partnerships,  Lybrand,  Ross  Bros.  & 
Montgomery  has  lK*en  the  most  con.scious  of  the  nec<*ssity  of  leaving 
a  record  of  attainment  of  professional  ideals.  In  Fifty  Years,  1898- 
1948,  a  wide  range  of  topics  is  considered.  R(‘miniscenct*s  of  thret* 
founders — William  M.  Lybrand,  Robert  H.  Montgomery  and  T. 
FMward  Ross — published  .s(‘parately  by  the  firm,  succchhI,  in  the 
writer’s  opinion,  in  recounting  past  events  with  accuracy  and  under¬ 
standing  and,  iumhI  lx*,  with  amus(‘ment — all  t*ss(*ntial  elements  of 
good  biography.  Sketches  of  decea.s<*d  members  of  the  partnership, 
too,  giv'e  more  than  an  inkling  of  the  imprint  of  these  men  on  the 
profe.ssion;  attention  is  esp<*cially  directed  to  the  pamphlet  dedicat(‘d 
to  the  memory  of  Walter  A.  Staub,  Dickinson  Ix*cturer,  1940-41. 

In  the  days  when  American  accountancy  was  a  fledgling  profusion. 
Sir  Arthur  Ix)wc*s  Dickinson  did  much  to  cement  Anglo-American 
relations  and  to  advance  proft*ssional  ethics,  education,  and  litera¬ 
ture.  The  writer’s  evaluation  of  his  American  experiences  was  pub¬ 
lished  in  the  Bulletin  of  the  Business  Historical  Society,  in  April,  1947, 
while  the  English  phase*  of  his  career  appears  in  a  .series  of  articles 
pr’nted  in  The  Accountant  from  July  26  to  September  20,  1947.  A 
perusal  of  Twenty-Five  Years  of  Accounting  Responsibility,  1911-1936, 
material  selected  from  the  addres.se8,  articles,  and  testimony  of  George 
O.  May,  published  by  the  Institute  in  1936,  is  rewarding  reading, 
especially  for  tho.se  interested  in  the  interr(*lation  of  ac(‘Ounting,  law, 
and  economics. 

A  tribute  to  the  memory  of  Chark*s  Waldo  Haskins  was  prepared 
at  the  request  of  his  partner,  the  late  Elijah  Watt  Sells,  in  1923.^ 
The  firm  of  Haskins  &  Sells  has  published  a  short  history  of  its  de¬ 
velopment  from  the  founders’  p(*riod,  through  two  wars,  depre.ssions, 
and  periods  of  prosperity,  the  ex})ansion  of  offices  and  connectioits  in 
various  parts  of  the  world,  and  finally  to  adjustments  of  the  practice 
to  the  demands  imjxised  by  outside  agencies.  This  volume,  titled  The 
First  Fifty  Years,  1 895-1 94o,  was  privately  prinU*d  by  the  firm  and 
Issued  in  1946.  The  histories  of  F.  W.  Lafrentz  &  Company  and 
Arthur  Young  &  Company  are  the  sagas  of  the  rise  of  .small  firms  to 


*  Written  by  W.  G.  Jordan  and  published  by  Prentice-Hall: 
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large  partnerships,  and  they  provide  insight  into  the  mechanies  of 
forming  and  supervising  aecounting  practices. 

Much  remains  to  be  done  before*  public  accountancy  can  claim 
historical  studies  on  a  par  with  those  written  for  other  leame'd  pro¬ 
fessions.  Before  this  can  be  accomplished,  however,  firms  of  all  sizes 
and  type's,  Ixith  in  Britain  and  America,  uill  have  to  write  their  own 
storic's  or  permit  competent  scholars  to  prepare*  documents  which 
will  .stand  the  tests  of  accuracy  and  impartiality.  Special  problems 
are  inherent  in  accounting  research,  none*  of  the*m  in.surmountable, 
but  all  demanding  the  best  efforts  of  the*  histeirian.  The.se  include  the 
search  for  materials  in  libraries  and  files;  the  tactful  interviewing  of 
active  and  retire*ei  partners  of  accounting  firms;  and  the  con.sidera- 
tion  of  the  problem  of  pre*.se*rving  confide*ntial  information  obtained 
from  firm  minute's,  partners’  diaries,  ce>rre*spe>nde*nce*,  working  pape*rs, 
and  audit  rejxirt.s,  and  of  re*Iating  ge*ne*ral  pre)fe*s.sionaI  change*  te) 
important  tre*nds  in  business  and  finance. 

The*  ele>cume*ntation  of  an  accounting  histoiy  iK>se*s  no  dilemma  if 
the*  re*se*arche*r  is  fren*  te)  travel  alx)ut  the  ceiuntry  in  .search  of  refer- 
e*nce*s.  Many  l)ooks  and  iK*rie)dical.s  on  accounting  and  auditing, 
covering  the*  jieriod  from  1880  forward,  are  available  at  Harvard, 
while  the  Montgomery  Collection  at  Columbia  and  the  Hatfield  Col- 
le*ctie)n  at  Be*rke*ley  are  a  re*se*archer’.s  paradi.se*.  Fortunate  is  the 
historian  who  can  examine  materials  in  the  British  Museum  and  in 
the*  librarie's  e)f  the*  Institute*  of  Charte*re*d  Ae*e*e)untants  and  the*  So- 
cie'ty  of  Incorix)rate*d  Ace*ountants,  ne)w  available*  to  scholars  althe)iigh 
ne)t  yet  re*turne*d  te)  tlu'ir  l)ombe*d-e)ut  Le)ndon  quarters. 

When  the*  bu.siness  historian  turns  to  the*  interv’iew  as  e)ne  means  of 
ae-epiiring  an  intimate*  knowle*dge  of  the  background  and  operation  of 
an  ace*ounting  i)artnership,  perplexing  intangibles  apiiear.  All  part¬ 
ners,  irrespective*  e)f  whether  they  be*  active*  or  re*tired,  naturally  fee*l 
a  cle)se*  re'lationshij)  to  the*  firm,  |K*rchance*  e*nhane*ing  their  own  role 
in  the  “te*am”  anel  withhe)lding  kudos  to  e)the*i-s  who  have*  in  one  way 
or  another  ceentributeel  to  firm  puri)o.se*  and  profit.  Not  only  ele)  the 
.state'inents  elicited  in  an  inte*rvie*w  have*  te)  l)t*  che*cke*d  with  the*  files 
and  other  firm  data — for  man’s  me*me)ry  is  notoriously  short  and 
appraisal  of  e*ve*nts  frequently  unconscie)usly  bia.seel — but  the  historian 
must  evaluate*  this  information  in  relatiejn  to  the  comprehensive  story 
of  the  firm. 

A  partner  who  has  ste)e)d  at  the  head  of  his  firm  fe)r  many  years, 
steering  its  course;  through  the  shoals  of  two  world  wars,  of  depres¬ 
sions  and  periods  of  inflation,  of  searching  gov^'ernmental  inquiry,  and 
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of  legal  cases  involving  auditors’  duties,  sincerely  believes  that  he 
should  be  chostm  as  firm  historian.  The  redirection  of  his  urge  to 
create  to  the  post  of  collaborator  in  the  collection  of  firm  data  is  one 
which  may  well  draw  upon  all  the  tact  possesst'd  by  the  business 
historian. 

Interviews,  of  course,  must  not  be  limited  to  partners,  as  frequent¬ 
ly  an  office  boy,  speaking  frankly  and  informally,  proves  to  be  a  verit¬ 
able  “gold  mine’’  of  information  concerning  salary  and  retirt'ment 
policies  which  the  historian  may  find  dovetail  or  contrast  >vith  data 
obtained  from  a  personnel  manager.  On  more  than  one  occasion  a 
secretary  who  has  worked  intimately  with  a  key  executive  can  furnish 
a  sketch  of  her  employer  w’hich  is  far  more  revealing  than  that 
furnished  by  his  business  associates. 

It  is  the  writer’s  opinion  that  an  individual’s  value  as  a  source  of 
firm  information  is  closc*ly  corn*lated  with  his  own  inten'st  in  history 
generally  and  in  his  company’s  history  particularly.  It  is  her  opinion, 
too,  that  men  and  women  steeped  in  the  British  tradition,  which  has 
always  paid  obeisance  to  past  accomplishments,  are  enthusiastic 
about  an  historical  project  and  eager  to  support  it,  even  at  the  ex¬ 
pense  of  time  and  effort  on  their  own  part.  Significantly,  the  only 
periodical  devoted  to  the  advancement  of  the  science  of  accountancy. 
Accounting  Research,  a  journal  comparable  to  The  Economic  Journal 
of  the  Royal  Economic  Society,  is  published  by  a  group  of  practi¬ 
tioners  representing  various  shades  of  opinion  within  the  English 
profession.  It  should  be  stressed,  however,  that  the  American  In¬ 
stitute  of  Accountants’  Committees  on  Accounting  and  Auditing 
Procedure  have  publisht*d  numerous  pamphlets  in  their  respective 
fields  of  inten*st,  while  the  Institute  is  now  sponsoring  jointly  with 
the  Rockefeller  Foundation  a  broad  study  of  bu.siness  income*. 

The  feeling  of  haste  to  put  the  history  on  paper  is  an  occupational 
hazard  in  the  field  of  public  accountancy  w^here  speed  alw'ays  has  been 
an  essential  element,  with  empha.sis  placed  on  the  proper  discharge 
of  wide-ranging  engagements  rather  than  on  the  historical  background 
and  permanent  significance  of  these  engagements.  The  drive  to  meet 
auditing  appointments  has  robbed  the  accounting  profession  of  many 
potential  historians,  and  it  places  the  researcher  on  guard  to  meet 
the  criticism  sometimes  leveled  that  the  basic  research  is  consuming 
too  much  time  and  that  the  writing  process  is  proceeding  too  slowly. 

When  the  history  has  been  completed  to  the  researcher’s  satisfac¬ 
tion,  the  battle  is  still  unresolved  as,  in  the  accounting  profession 
where  reports  customarily  are  drafted  and  redrafted  as  many  as  ten 
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time's  be'forc  they  finally  prove  acceptable  to  the  reviewer,  partners 
may  fc'el  they  have  the  right  to  delete  certain  statements  relative  to 
firm  policy  and  even  historical  facts  which  the  scholar  is  convinced 
should  be  included  to  tell  the  whole  story  honestly.  The  somewhat 
steri'otyped  languagi'  of  the  auditor’s  rei>ort  has  worked  against  good 
writing  within  the  profession  and  certainly  handicaps  the  historian 
W’ho  wishes  to  endow  his  sentences  with  something  other  than  the 
dr3rnc‘ss  of  ledgers  and  journals.  A  seemingly  innocuous  word,  such 
as  “distinguished,”  uschI  to  describe  a  C.  P.  A.’s  lifetime  of  accom¬ 
plishment,  may  be  branded  with  the  term  “sensational”  by  a  practi- 
tioiu'r  born  and  bn*d  in  the  tradition  of  writing:  “We  have  counti'd 
the  cash  and  find  that  . .  .  .  ” 

The  most  vexing  problem  to  Ix'  solved  by  business  historians  in  the 
field  of  public  accountancy,  however,  is  how  to  obtain  and  utilize 
confidential  material  reposing  in  firm  files.  In  this  connection  it  is 
w<‘ll  to  reft'r  to  the  late  Robert  T.  Swaine’s  method  of  approach  to 
The  Cravath  Firm,  und(*r  which  all  manuscript  references  to  clients 
were  submitted  to  them  for  consideration  and  approval  Ix'fore  final 
inclusion  in  the  volume.  Accountants  as  well  as  lawyers  have  dedi¬ 
cated  their  liv'es  to  the  protection  of  clients’  confidential  affairs.  In 
iniblic  accountancy,  each  partnership  seems  to  recognize  an  unwritten 
code  requiring  retention  within  its  own  ranks  of  information  concern¬ 
ing  the  t('chniques  designed  to  mei't  six'cial  auditing  engagements,  the 
methods  of  pri'paring  working  pajx'rs  to  cov’er  a  complex  consolidat(*d 
entity,  the  reasons  leading  to  the  relinquishnx'iit  of  audits  and  the 
arguments  offc'red  to  sway  managements  to  the  independent  ac¬ 
countant’s  viewiioint,  the  extent  of  frauds  discovered,  the  plans  to 
train  colh'ge  graduates  and  to  indoctrinate  them  with  the  ideals  of  the 
firm  and  the  profession,  the  modifications  of  financial  statements  to 
meet  the  n'quirenx'iits  of  the  New  York  Stock  Exchange,  the  S.  P].  C., 
the  I.  C.  C.  and  other  gov’ernmental  agencies,  the  legal  casi's  involv¬ 
ing  auditors  and  the  enlargement  of  res|x)n.sibility  by  the  Bench, 
and  the  programs  to  ensure  continuous  developmi'iit  of  ethics  and 
standards. 

All  thes(‘  factors  can  lx*  found  in  the  files  of  ai'counting  firms,  but 
then*  is  little  exchange  of  ideas  within  the  profes.sion.  Cros.s-fertiliza- 
tion  of  thought  is  attained  by  publications  and  meetings  spon.sor(*d  by 
the  American  Institute  of  Accountants  and  various  State  societies, 
and  to  a  more  limited  extent  by  cooperation  of  accountants  and  law¬ 
yers,  bankers,  credit  men,  and  the  S.  E.  C.  Ca.se  studies,  W’hich  in  the 
legal  i)rofe.ssion  play  an  important  part  in  university  t*ducation,  are 
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not  available  to  the  rising  accountant.  Although  siM'cialized  litera¬ 
ture  in  accounting  and  auditing  has  incrc*ased  tremendously  in  the 
last  two  decades,  technical  phases  of  these  subjects  remaining  a  tribute 
to  the  intelligence  and  ingenuity  of  the  American  practitioner  esptK'ial- 
ly  in  the  field  of  consolidated  accounts,  yet  young  practitioners  lack 
the  inspiration  to  lx*  deiiviHl  from  a  history  of  their  chost*n  profession 
as  well  as  an  appreciation  of  past  accomplishments  of  men  who  con¬ 
tributed  to  the  prc'stige  of  public  accountancy.  This  situation  is 
somewhat  nHluc(*d  in  intensity  in  Gn'at  Britain  where  Company  I^aw 
Amendment  Committees  from  timi*  to  time  explon*  the  question  of 
possible  improvements  in  accounting  and  busiiu*ss  practici*,  at  such 
intervals  re^^ewing  past  developments  and  r(‘lating  them  to  imiM)rtant 
trends,  such  as  the  recognition  of  third-party  n'sponsibility  by  inde- 
ix'ndent  accountants. 

From  research  in  public  accountancy  should  come  a  greater  under¬ 
standing  of  the  following:  the  importance  of  accounting  in  the  nation¬ 
al  and  world  economy;  the  contribution  of  auditors  to  the  improve¬ 
ment  of  records  of  largi*  and  small  companies  and  to  the  incr('a.sing 
emphasis  upon  corjxirate  publicity;  the  recognition  of  the  transition 
from  British  auditing  mtdhods  to  American  procedures,  and  esjx'cially 
of  the  concentration  upon  the  income  account  in  this  country  in  con¬ 
trast  to  the  balance  sheid  in  Britain;  the  analysis  of  im)K)rtant  econo¬ 
mic,  industrial,  and  financial  forces  affecting  accountancy;  the  efforts 
to  clarify  terminology  and  to  meet  criticisms  of  economists  and  law¬ 
yers  that  accounting  phraseH)logy  is  ambiguous  in  many  particulars; 
the  consideration  of  changing  price  levels,  taxation,  and  shifting 
business  philosophies  and  gov(‘rnmental  policies;  and  the  long-range 
plans  to  advance  standards  of  technical  exc<*llence  and  ctKles  of 
ethical  practice. 

In  the  great  V’ictorian  ag(‘,  when  British  pounds  were  invested  in 
all  parts  of  the  world  and  British  auditors  followi*!!  thest*  [X)unds  to 
provide  abs(‘nte<‘  inv(*stors  with  certified  accounts,  charten*d  ac¬ 
countants  came  to  this  country,  bringing  with  them  tlx*  prestige  of 
public  accountancy  as  it  was  knowTi  in  he  land  of  the  lH‘ather  and 
the  City  of  London.  Now  the  table's  are  reverseKl:  we  stand  in  a 
creditor  position  and  American  accountants  must  travel  ’round  the 
free  world  to  protect  our  inv(*stments  in  manufacturing  ventures, 
distributing  agencies,  plantations,  mines,  and  oil  wells.  Our  auditing 
techniques  match  in  excellence — in  some  particulars  exceenl — those  of 
our  British  cousins.  What  remains  unattained  in  the  American  ac¬ 
counting  profe.ssion  is  the  recognition  that  the  preparation  of  a  defini- 
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tive  history  is  an  essential  element  of  growth  as  well  as  a  symbol  of 
professional  maturity.  The  challenge  is  unanswered:  That  an  ac¬ 
counting  partnership  with  wide  experience  and  preferably  an  inter¬ 
national  practice  open  its  files  and  permit  a  competent  business 
historian  to  write  the  story  of  this  partnership,  with  absolute  accuracy 
and  impartiality  and  with  the  complete  independence  so  highly  prized 
by  the  profession.  This  project  would  record  the  accomplishments  of 
the  firm  and  of  the  profes.sion,  portra)ring  public  accountancy  as  a 
gradually  evolving  force  in  national  and  international  business  and 
finance. 


General  Ai.eetin5  of  tke  ^4eml>ers  of  tke 
fiusmess  Historical  Society,  Inc. 

On  December  29,  1949,  the  members  of  the  Society  gathered  in  the 
first  general  meeting  held  by  the  Society  since  1946.  The  occasion 
was  a  luncheon  sponsored  jointly  by  the  Business  Historical  Society 
and  the  American  Historical  Association.  The  luncheon  was  held  in 
the  Hawthorne  Room  of  the  Parker  House,  Boston,  and  was  preceded 
and  followed  by  morning  and  afternoon  sessions  devoted  to  the  read¬ 
ing  of  papers  on  research  and  teaching  in  the  business  history  field. 
(The  papers  are  being  published  in  this  and  following  issues  of  the 
Bulletin.) 

Following  the  luncheon  and  immediately  priKjeding  a  speech  by 
Professor  N.  S.  B.  Gras  on  “The  Business  Historical  Society:  Past, 
Present,  and  Future,”  a  short  business  meeting  was  held.  Members 
were  asked  to  vote  on  a  change  in  the  Society’s  by-laws  increasing 
the  permissible  number  of  members  on  the  Council  to  fifteen.  After 
so  voting,  the  members  elected  as  additional  Councilors  Dr.  Thomas 
C.  Cochran  of  New’  York  University;  Mr.  Allan  Forbes,  President  of 
the  State  Street  Trust  Company;  Dr.  Henrietta  M.  I.Arson  of  the 
Harvard  Graduate  School  of  Business  Administration;  and  Mr.  D. 
George  Sullivan,  Treasurer  of  the  Massachusetts  Hospital  Life  In¬ 
surance  Company.  All  incumbent  Council  members,  as  well  as  the 
incumbent  Treasurer,  Assistant  Treasurer,  and  Clerk,  w’ere  reelected. 
Reports  submitttKl  by  the  Treasurer  and  the  Clerk  w’ere  distributed 
in  printed  form  to  all  members  present  and  by  mail  to  members  not 
attending  the  meeting. 


AC 


orrectiofi 


It  has  been  called  to  the  attention  of  the  editor  of  the  Bulletin  that 
the  name  of  McKinsey  &  Company,  management  consultants,  was 
misspelled  on  page  182  of  the  December,  1949,  issue  of  the  Bulletin. 
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